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1  ChapterlIntroduction  

CHAPTERI   

Introduction   

地軸政商癖藤棚幽淑建輔触融海商拙戦磯‡織醐謝鹿ぬ細廠掘蝕飯盛i曲蠣紬亜曲新旭漉政由  

In recent yearS，mergerS and acquisitions（M＆A）are becoming a  

frequentlyusedstrategyfbrextemalgrowthorfbrrestruCturingpurpose．Almost  

everyweektheeconomicJOurnalsaroundtheworld，fbrexamPle，theⅥ匂IIStreet  

JbumaL mhon鮎izaiShimbun，rePOrt m叫Or mergerSand takeover events．  

AlthoughtheUnitedStatesisstillthelargestM＆Amarketintheworldeconomy，  

M＆Aisal＄OincreaslnglygalnlngmOmentuminotherdevelopedeconomiesand  

emerglngmarkets．InJapan，thelong－termStagnantbusinessesinthe1990shave  

ledmanyCOrPOrationstomergeorrestruCturetheunnecessaryassets．Therecent  

AsiafinanCialcrisisbeglnnlngmid－1997hascontributedtoasharplyincreaslng  

numberofforelgnaCquisitionsinsomeAsianCOuntries，aCCOrdingtoareportby  

UNCTAD（UnitedNationsConfbrenceonTradeandDevelopment，1998）．  

Given theimportant roles of M＆A as a corporate strategy and their  

economic relevanCe，anenOrmOuS amOunt Ofstudies attempted to explainthe  

motivationsofM＆A・Avigorousschoolofthoughtsoughttoexplainthecauses  

ande魚ciencybene丘tsofmergersthroughthestudyofstockpncebehavior．One  

Ofthe免rstcontributionsfbundthepatterofstockpncemovementstosupportthe  

hypothesisthat一一mergersareameChanismbywhichthemarketsystemreplaces  

incompetentmanagement‖（Mandelker，1974）．MeanWhilean0therschoolfocused  

WithgrowlngSkepticismonthefhJitsofpastmergers・Forexample，PeterDruCker  

Observedthattwomergersoutof丘veare’’outrightdisasters’’，tWO一一neitherlive  

nor die‖and one’’wofks一’（爪，1i，eS，January18，1982，P．36）．Statisticaldata  

PublishedbyW・T・GrimCompanyreVealthatfbreverylOOacquisitionsrecorded  

between1971and1980，therewere40divestitures（MergerstaReview：1980）．   
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Howcanwereconciletheseconflictingviewsofthemergere蝕ct？And  

howare負rmSmOtivatedtoundertakeM＆Ainothercountrieswherethebusiness  

CultureisdistinguishedfromAnglo－AmericanStyle．ForexamPle，thepracticeof  

inter－COrPOrateShareholdings hasbeenareasonfbrthemisslng Ofacorporate  

takeover mafketinJapan（Sheard，1989）．Then what motivates theJapaneSe  

managerstomerge？ThisstudyattemptstoseekanSWerStOtheseissues・First，I  

investigateacomprehensivesetofM＆AinJapanandTaiwanandassesstheir  

economicconsequences．IchoosethesetwocountriesbecauseJapanisthelargeSt  

economyinAsia，andTaiwaneSenrmSbegantoactivelyundertakeM＆Aactivity  

inthelate1980s．ThenIgo on to testalternative hypotheses explainlng the  

motivationsofM＆A．  

1．1．TheRationaleofMergers  

Whydomergersoccur？hmostmergers，therearemoreorlessclear1y  

identi鮎dbuyersandse11ers・Thesimplestexplanationmustbethatbothparties  

COnSiderthemselvestobebetteroff打omthetranSaCtionthanWithoutit∴Buthow  

dothepartiesbecomebettero托thatis，Whatarethesourcesofvalueincreases  

丘omM＆A？  

One丘equentlyadvancedargumentisthesynergy，Or’’twoplustwoequals  

丘ve’一e鮎ct．Itmaybeoperating synergy，負nanCialsynergy，Or diversi瓜cation．  

ThesesynergleSincludeintroducingsuperiormanagementintothemergedBrm，  

therealizationofcomplementaritiesinproductionormafketing，theexploitation  

Of scale economy and the elimination of duplicative functions，and the  

enl1anCementOfmonopolypowerbycorhbimingcompetinginterests（Ravenscra食  

andScherer，1987）．  

MeanWhile，SOmeObseⅣerSCOnSidermergersasamaniftstationofagency  

PrOblemsofinefficient，eXternalinvestmentsbymanagerS．Theagencyproblem  

ariseswhenmanagerSOwnOnlyafractionoftheownerShipsharesofthe凸rm．  

This partial0wnerShip may cause managerS tO WOrkless vlgOrOuSly  

OtheⅣiseorconsumemoreperquisitesbecausethem年IOrityownerSbearmOStOf  

thecost（JensenandMeckling，1976）・Jensen（1986）consideredtheagencycosts   
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associatedwithconflictsbetweenmanagerSandshareholdersoverthepayoutof  

ffee cashflow to be a m年ior cause oftakeover activity（the負・ee CaShflow  

hypothesis）．  

Aninterestinghypothesisregardingtakeovermotiveshasbeenproposed  

by Roll（1986）．He hypothesizes that managerS COmitted errors of over－  

OPtimismin evaluating merger opportunities due to hubris（their excessive  

COn航dence such as prideandarrOganCe），His proposition suggests thatan  

importanthumanelemententerstakeoverswhenindividualsareinteractingand  

negotiatingthepurchaseofacompany．  

Itis surely trueifonecarefu11yinvestlgateS alargeenOughsamPleof  

mergers，allofthesemotivesplusotherswillbefbundinvarylngPrOPOrtions，  

eithersimultaneOuSlyorinconflictwithonean0ther．Itwouldbeusefu1toknow  

Whethercertainmergermotives，OrClusterofmotives，Predominate・Seekingsuch  

knowledge，uSual1ywiththeaddedassumptlOnthatmotivescanbeinftrred緻om  

COnSequenCeS，SCholarShavetumedtostatisticalstudiesofmergerbehaviors．  

ThisstatisticalresearchhastakentwomainfbrmS．Oneistheanalysisof  

PrOntS，Sales，emPloyment，andotherdatageneratedinternallybyoneorbothof  

themergedenterprlSeS．Theotheristheanalysisofexternaldata，SuChasstock  

m甜ketreactiontoeventsoccurrlngatthetimeofmergerorinitsaftermath．Both  

methodologies have strengths and weaknesses・Most previous studies only  

examinethe e脆ct on eitherthe stock pnces orthe accounting per払rmanCe，  

Whichsometimesleadtoinconsistentresults．Intheanalysesofthi＄Study，both  

methodologiesareemployedtoevaluatethemergers’economicconsequences．  

TheresearChresultsinthisstudyrevealsynergyanticipated＆omM＆Ain  

Japanand放equentlydidnotmaterialize．Merglng缶rmS，inthesetwocountries，  

are reporting deteriorating post－merger PerfbrmanCe・Such results promptthe  

furthertestsontheagencyconflicthypothesis．Thebasicideagoeslikethis：if  

mergersareimitiatedbythemanagerSaSaagenCyCOnnictbehavior，負rmSWith  

lessagencyconflicts，OrbettercorporategovernanCe，aremOrelikelytomakea  

“better”investment（M＆A）decision・IuseJapaneSemergerSaStheinvestigation  

Settingsincetheyhavelargersetofs鋸nples・Inaddition，theanalysisattemptsto   
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nndoutwhichcorporategovernanCemeChanismincorporateJapanhelpsmitigate  

OreXaCetbatetheagencyconflictsembeddedinmergers．  

Forexample，thestudywilllookat，amOngOtherthings，themonitoring  

rolesassumedbylarge且nanCialinstitutionsandmainbanks．Iftheymonitorthe  

managementefftctively，themergerdecisionsmadebythemanagerSaremOre  

likelytobefavorablyperceivedbythemarketinvestors，1eadingtoupwardstock  

PrlCemOVement・  

l．2．OrgamizationoftheStudy  

TheremalnlngPartSOfstudyareorganizedasfbllows．ChapterTwonrst  

reviewsthepreviousemPiricalstudiesontheM＆AintheUnitedStates，Japan  

andTaiwan・ThenitdiscussesthecorporategovernanCemeChanisms，mainlyin  

theUnitedStatesandJapan，andreviewsrelevantStudies．  

hChqpterThree，IinvestigatetheeconomicconsequencesofTaiwaneSe  

M＆A．Theanalysis notonlyexaminesthechangeSinthe缶rmS’stockreturnS  

associatedwiththeannOunCementOfthemerger，butalsolooksatthelonger－term  

POStmergerOPeratlngPerfbrmanCe・  

In ChapterFour，Which studies alargerSamPle ofJapaneSe mergerS，I  

fbcusonthe負rmS’postmergeroperatingperfbrmanCe，Particuladyinpro魚tability  

and growth．Chapter Five examines the stock marketも reaction to the  

annOunCement OfJapaneSe mergerS・In association withthe agency conflict  

hypothesis，Ifurthertestwhetheror／andhowthematketもreactionvarieswiththe  

magnitudeofthefirms’potentialagencyconflicts，meaSuredbythevariablessuch  

as theinsiders’ownership shares，the monitonng魚■Ommain banks，and other  

COrPOrategOVernanCeVariables・  

ChapterSixglVeSCOnClusionsonthebasisoftheresearChesconductedin  

thisstudy．AIsodiscussedaretheimplicationsfbrfurtherresearch・   
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CHAPTER2   

Literature Review 

擁紬肋幽輌肋翻瑚鹿ぬ輌肋   

2．l．LiteratureReviewontheImpactofM＆A  

An enormous amount of research has been dedicated to M＆Ain the  

Westerndevelopedcountries，eSpeCiallyintheU・S．Previousstudiesanalyzlngthe  

StOCk prices aroundtheannOunCementOfanaCquisition（event studymethod）  

reportsimilarfindings：theacquired丘rmsshareholderseqoyslgn摘cantPOSitive  

excess returnS，Whilethe acqulnng負rmS Shareholders receive atbestmodest  

excessreturns．（JensenandRuback，1983；Asquith，1983；Jarrell，Brickleyand  

Netter，1988．）However，emPiricalstudiesinvestigatingtheaccounting丘nanCial  

datashowinconsistentresults．Some負ndnoornegativeimpactontheeamlngS  

fbrthemerging負rms．（Hogarty，1970；Bradfbrd，1978；RavenscraftandScherer，  

1989．）Somereportpositivee脆ctontheprontabilityfbrtheacquiring  

（LevandMandelker，1972；Smith，1990）ortheproductivity．（Lichtenbergand  

Siegel，1990．）Tbeinconsistentaccountingtestresultsmaybeduetodiffbrent  

measurementmethodologyemployedanddi脆rentsamPleselection・  

EvidenceofM＆Ae脆ctsinAsianCOuntriesmayhavethemostextensive  

literatureinJapan，thelargest economyinAsia・Empiricalstudies uslng  

accounting－baseddatageneral1yreportdeterioratingpostmergerperfbmancefbr  

Jap弧eSe丘m．（Hoshino，1982，1992；MuramatSu，1986；Odagiriand Hase，  

1989．）However，Studies using event study method魚nd similar且ndings：the  

ShareholdersofJ叩aneSemerging負rmSgainpositiveabnormalretums（Pettway  

etal．，1986，1990；Kangetal．，2000，Usui，2001）・IngeneralM＆Aenhancethe  

WealthofshareholdersofJapaneSe点rmSmOrethanthatofshareholdersofthe  

U．S．負ms．An0ther study by Pettway，Sichermanand Spiess（1993）reports   
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Slgnincant positive galnSfor shareholders oftheJapaneSe蝕ms undertaking  

M＆AintheU．S．  

AsfbrevidenceonTaiwaneSeM＆A，tWOStudiesreportpositiveabnormal  

retumsfbrtheshareholdersoftheacquiring丘rms．（Yen＆Peng，1993；Huang＆  

Huang，1995．）However，thecumulatedabnormalretumslackstrongsignincanCe  

OVertheeventperiod・Evidenceonthemergedoracquired缶rmSisumaVai1Able  

becausemostofthemarenotpubliclistedcompanies・Ontheotherhand，an  

accountingdatatestbyYen（1991）reportsthatthemergingmanufacturing蔦rms  

underperfbrmedrelativetoagroupofcomparablefirmsafterthemergers・Dueto  

thelimitednumberofM＆AinTaiwan，SamPlesizesinthesestudiesarequite  

Small（nomorethan30負rms）comparedwithU．S．andJapaneSeStudies・  

2．2．JapaneseCorporateGovernance  

One ofJapan，s corporate governanCe Characteristicsis the keiretsu  

arrangement．TherearemainlytwotypesofJapaneSekeiretsu・Thenrstisvertical  

grouplngOfupstreamSuPPliersanddownstreamdistributorsa班1iatedwithalarge  

manufacturing or commercialfirm．The second represents diversi鮎d groups  

COnSistingofacommercialbankalongwithother頁nanCialinstitutionsjoinedwith  

OneOrmOretradingcompaniesaswe11asarangeOflargemanufacturing蔦rms・  

Thelatterisusual1yreftrredtoasfinanCialkeiretsu・  

ThetraditionalviewisthatcloserelationshipsamOngbanks，Shareholders  

andbusinesspartners associatedwithakeiretsuareeffbctiveinchannelingthe  

activities of corporate managerSin the direction oflong－termgrOWthand  

PrOfitability．ForinstanCe，Hoshiet al・（1990）show that theinvestments of  

keiretsu銭rmSarelessliquidity－COnStrainedbecauseoftheirclosertiestoam呵Or  

Creditor．Intheory，thepowerfu1positionofbanksasownersandlenderswi111ead  

toe脆ctivemonitonngofbusinessperfbrmanCe・Themainbank，aCOmmerCial  

bankfrom whichJapaneSe丘rmS Obtain a substantial血・aCtion oftheir debt  

鎖nanCing，CamiesoutanimportantmOnitoringroleinJapaneSeCOmPanies（Sheard，  

1989；Aokietal．，1994；andKangetal．，1995，2000）・Lichtenbergetal．（1994）  

fbund that航nancialinstitutions．shareholdingand director ownership have a   



7  Chapter2LiteratureReview   

POSitiveefftctontheproductlVltyandpro丘tabilityofJapaneSeCOmPanies，While  

inter－COrPOrate Shareholdingsinsulate魚rmS ffom their own problems at the  

expenseofnrmperfbrmanCe．Prowse（1992）showedthatthegovernanCewithina  

keiretsuisacomplexinteractionofmonitoringfbrcessimultaneOuSlyperfbrmed  

byshareholders，debtholders，and（POSSibly）tradingpartners．Femisetal・（1995）  

fbundthatthesearrangementSWithinakeiretsuprovideaneffbctivemechanismto  

mitigatetheagencycon爪icts．  

AnalternativeopposlngViewisthatcross－Shareholdingsamongkeiretsu  

nrmsaredevicestoentrenchmanagement．Nakatani（1984）high1ightedsomeof  

thecostsassociatedwiththesearrangementS．TherecIPrOCalshareholdingswithin  

a keiretsu maylead tointeトlocking directoratesand thereby damPen the  

discipline ofmafket fbrces．Consequentlylt makes managerS eaSier to make  

decisionsthatpursuittheirownbenents．ConsistentlWiththislineofargument，  

Kang et al．（1999）fbund that bank－afnliated蔦rmS areless prontable than  

independentnrmS，andJamesonetal．（2000）fbundnosupportfbrthehypothesis  

●● thatthekeiretsufirmsaremoree批ctiveatmaximlZlngShareholderwealththan  

independents．Morcketal．（1999）presentevidencethatbanksactmainlytoprop  

up weak keiretsu蔦rms，but their roleis pnmari1y to defbnd creditorslnot  

necessari1yshareholders：interests．   
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CHAPTER 3 

TheImpactofM＆AonTaiwaneseCorporationsl  

i捕刷漁紬細面ぬ摘出  

While mergersand acquisitions（M＆A）have been prevalentin the  

WesterneCOnOmical1yadvanCedcountries，theyhavebeenrelativelyunpopularin  

Taiwan．SuchdiffbrenceintheenthusiasmtowardM＆Acanbeattributedtosome  

economic and culture characteristics．For examPle，in Taiwan M＆A were  

unpopularpartlyduetoaunlqueentrePreneurialbusinessculture・Thiscanbe  

representedbyan01dChinesesaylng“bettertheheadofachickenthanthetailof  

anOX”，meanlngthatChinesepeoplepreftrtoworkfbrthemselvesorworkata  

COmPanyrunbytheirfami1yorrelatives・Besides，manyTaiwaneSeCOmPanies  

areunder controlofthe fbunders or their fami1y，Whoare uSually the top  

managementandalsothetoplargestshareholders・M＆A，fhendlyorhostile，  

almostippossiblewithouttheapprovalofthemanagement・  

In the past decade，however，aS Taiwan embarked on 魚nanCial  

deregulationandliberalization，ithascometofacemoreintensivecompetition  

andnowseeksM＆Aasanaltemativestrategytointemalgrowth．ForinstanCe，  

dozensofM＆AhaveoccurredamOngTaiwan’slargeCOmPaniesftomthelate  

1980s，andthetendencyofincreaslngM＆Ain1990sindicatesthatM＆Aare  

galnlngmOmentuminTaiwan・Inthenext section，abriefdescriptiononthe  

M＆AactivityinTaiwanisglVen・  

1Thischapterisbasedonthepqper，COqauthoredwithY・Hoshino，titled＝The  

Efftcts ofMergers and Acquisitions on TaiwaneSe Corporations”，Review qf  

PαC挿cβα血ダ血α乃dαJ肋血路α乃dPo旋fg∫，Vol・3，No・2，pp183－199，2000・   
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3．1．M＆AsinTaiwan  

Untiltherecentdecade，M＆AactivitiesinTaiwanWerequiteftw・There  

had been no fbrmalofncialstatistics on M＆A unti11992when TaiwanFree  

TradeCommission（FrC）wassetup．OneofthereasonsforthefbwM＆Asis  

thatmostTaiwaneSe負rmSareSmal1－medium－Sized負rmSWithlimited負nanClng  

CaPabilityforM＆As．Accordingtogovemmentstatistics，al）Out98％ofthe鎖rmS  

inTaiwanareSmallandmediumenterprises（SMEs）．  

Some scholars point to a unique entrepreneurship among Taiwanese 

businessmen as thebasic reason：the Taiwaneseprefbrnotto workfbr other  

people．Suchindependentspirit，theyargue，mademanagersftelitunacceptable  

tobemergedoracquired，SincethatmeanSlosingauthorityandcontrolfu11yor  

Partly．Thisisreflected血・OmthefhctthatmostcompaniesinTaiwanareSMEs・  

There arealso fbwlarge－SCale corporationsin Taiwan，aS Canbe seeninits  

neighboringcountriessuchasJapanandKorea・  

Sincelate1980s，however，aSTaiwandollaraPPreCiatedpersistentlyand  

the domestic capitalmarket developed prosperOuSly，CaSh－abundant public  

COrPOrations were startlng tO turn1ng tO M＆Asasanalternative tointernal  

expanSion・TheysearchedfbrtheirM＆AtargetSnOtOnlyinthedomesticmarkets  

butalsointheinternationalm訂kets．For example，Acer，One Ofthelargest  

COmPutermakersintheworld，hasbeenaggressiveinacquisitionssince1980s・A  

WaVeOfM＆Ascanbeseeninelectronicsindustryinlate1980s，andmanyOfthe  

ParticipantSareraPidlygrowlngCOmPuter－relatedmanufacturers・Foritspart，the  

governmenthas beenuslng taXincentives since1980s tourge smalトmedium－  

Sized丘mstomerge，inaneffbrttoachieveeconomiesofscale・  

UndersuchcircumstanCeS，nOWadaysthereisgreatinterestaboutM＆Ain  

Taiwan．Thiscanbereflectedintheincreaslngnu血berofM＆Acasesinrecent  

yea指，thoughstillquitesmallcompanngtootheradvancedcountries・Figure3・1  

Showsthenu血berofM＆AsapprovedbyFrC・h1992，therewereonly4cases  

叩PrOVed，however，thenumberrisesto16case＄aSOf1997．0nlythosedealsthat  

mayresultinundem皿IngCOmPetitioninthemarketarerequiredtoapplyfbr  

approval．MostM＆AsinvoIvingsmallerSMEsdidnothavetoapplyfbrapproval，  

thusnotincludedinthestatisticnumber．   
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3．2．SampleandData  

This studyis mainly concerned with the acqulrlng且rmS，Since many  

acquired負rmSarenOn－Publiccompaniesandthe負nancialdataareunavai1able・  

M＆A activitiesand theinitialannOunCement date wereidentined mainly by  

SearChingtheDatabaseofNewspaperArticles，PreViousliterature，theGazetteQf  

7biwanFreeThdeCommission，andothersources．Thisstudyexcludedthose  

蝕ms whoseannOunCement dates are unidenti且edand whose丘nanCialdata are  

insufficientfbrtheanalysis（2yearS beforeand4years aftertheacquisition）・  

FirmSthatexperiencedtwoormoreinstanCeSOfM＆Aarealsoexcluded丘omthe  

SamPletoavoidtheproblemofconfbundingevents・Thereremained20useful  

SamPlenrmSthatundertookM＆Aduring1987to1992．Appendixlgivesthelist  

Oftheacqulrlng且rmSuSedinthisstudy．  

3．2．1．AnnouncementNPeriodAbnormalStockReturn  

Thedai1ystockreturnratedata（RiL）fbrsamplenrmiwerecollected魚■Om  

theLJistedStocks’RatesQfRetumStatisticalDatabank，andtheTaiwanStock  

Exchange（TSE）weighted stockindex data正omthe StockMdTktStatistical  

Databank2．TheTSEweightedstockindexdataareuSedtocomputethedaily  

marketreturnrate（Rmt）．  

Totestfor astock十pnCereaCtion totheacquisition announcement，We  

appliedastandardeventstudymethodtocalculatetheabnormalreturnS・Foreach  

航rmi，theabnormalreturn（ARlt）fbreventdatetiscalculatedas  

叫∫叫∫－¢f＋如mf）  

2TheListedStocks，RatesofRetumStatisticalDatabankandtheStockMarket   

StatisticalDatabank，WereCreatedjointlybytheMinistryofEducation and   

NationalTaiwanUniversityin1987andhasbeenmaintainedsincethento   

Serve Primarily researchers（academic，gOVernmentaland，increasingly，Of   

Privateenterprises）inTaiwan．TheyareOPeratedcurrentlybyanon－PrO丘t   

Orgamization，TaiwanEconomicDataCenter（TEDC）・   
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WhereR育istherateofreturnOn且rmioneventdaytandR，n（istherateofretum   

′＼ Ofthemarketoneventdayt・Thecoefncients aEand biaretheordinaryleast  

SquareSeStimatesoftheinterc甲tandslopeofthemarketmodelregression・The  

estimationperiodisfromdayt＝－87to dayt＝－11inrelationtotheinitial  

annOunCementdateoftheM＆A（t＝0）・Abnormalreturns，ARi，，areCalculated  

fbreach缶rmOVertheintervalfromdayt＝N7tothedayt＝7．  

Theone－dayabnormalretumsaveragedoverN負rmSare  

ARt＝志∑ニIARL，・Theco汀eSPOndingteststatbticbrthehypothesisthatthe  

One－dayAR，iszero，isasfbllows：  

A虎J  

g（A月）  

where盃＝告∑ご87叫・  

Thecumulatedabnormalreturn，CAR＝∑芝1ARt，isthesummationof  

theabnormalreturnSOVertheeventperiodftomt＝LltoL2．Theteststatisticfbr  

C4RfortheN点rmSOVertheperiodfromt＝LltoL2isasfbllows：  

cA属 ∑芝1叫  

β（CA属）  
エ2〈 ∑∫（A月）2  

r＝⊥1  

3．2．2．Accounting・basedPerfbrmanCeMeasurements  

AccountingfinanCialdatafortheacqulnng丘msweredownloadedf王om  

theTbiwanEconomicJbumal（TEJ）Database，Whichcontainscomplete丘nanCial  

datadating舟om1983forcorporationswhosesharearetradedonTaiwanStock  

Exchange3・In order to examine the medium－tO－long termM＆A efftct，the  

acqulrlng丘m’s負nancialdata mustinclude2years befbrethe acquisitionis  

3TaiwanEconomicJournal（TEJ）is a且nanCialandeconomicresearCh且m，   

Whosedatabankshavebeenwidelyusedforacademicresearch．   
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COmpleted（year－2，year－1），and4yearsaftertheacquisition（yearltoyear4）・  

YearOistheyearthetakeoveriscompleted払raparticular魚rmandwillbea  

diffbrentcalendaryearfbrdifftrent且rms．WedonotenterthedatafbryearO  

becausevarylngmergeraCCOuntingpracticesmaybiasthe且nanCialmeasurements  

intheyearofconsolidation．ExclusionofdatafbryearOcanminimizethee飴ct  

Ofsuch“noise”・UsingthennanCialdata，WeCOmPuted7per払rmanCeindicators  

tomeasurethe且rm’spro且tability，grOWth，leverageandliquidity．Theywere  

Calculatedasfbllows：  

（Jノダ「所ぬ如才去年  

ReturnOnaSSetS（ROA）＝Pretaxincome／Totalassets  

ReturnOnequity（ROE）＝Pretaxincome／Networth  

（2ノダ血α乃CよαJエビvgmgg  

Longtermliabilitiestototalassets（LLTA）＝Longterm1iabilities／Total  

assets  

Debtequity（DE）＝Total1iabilities／Equity  

甘ほゆ血嘩〃融血  

Currentratio（CR）＝Currentassets／Currentliabilitie＄  

押ノGrow班  

Salesgrowth（GROWTH）＝（Sales ofcurrentyear／Sales ofprevious  

year）－1  

けノqpg相加g且甲g那e∫  

Operatingexpensesratio（OES）＝OperatingexpenSeS／Sales  

Companngthe postmerger perfbrmanCe Withpermerger perfbrmanCe  

PrOvide ameasure ofthe changein corporate perfbrmanCe．But some ofthe  

di飴rencebetweenthepremergerandpostmergerperfbrmanCemaybeduetothe  

economy－Wideandindustryfactors・Hence，theperfbrmanCemeaSurementSfbr  

eachsample魚marea句ustedbytheirindustryaverage．Foreachyearand魚rm，  

industry－aquStedperformancemeasure＄areCalculatedbysubtractingtheindustry  

median緻omthesample銀nnvalue・Theindustrymedianisthemedianofthe  

PubliclistedhinthesameindustrycorrespondingtoeiLChsample艮rmand  

eachyear・Industrydataareco11ected打omtheGeneTulCbTPOTutionFirLmCial   
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Ana＆sisin7biwan，COmPiledbyChinaCreditInformationServiceServices，Ltd・  

Weusetheindustry－a句ustedperfbrmanCeindicatorstomeasurethechangein  

COrPOrateperfbrmanCe正ompremergerperiodtopostmergerperiod■  

3．3．TheEmpiricalResults  

3．3．1．TheAbnormalReturns  

Table3．1documentsthemeanCumulatedabnormalretums（CAR）fbrthe  

20acqulrlngnrmSOVerVariouseventintervalsbyuslngthemethodsdescribedin  

the methodology section．On the date of announcement，aCqulrlng蔦rmsare  

galnlng an aVerage Of O．46％ abnormalreturnS，Whichis not statistically  

Signincant・OndatetLl（OnedaybefbretheannOunCement）andt＝1（Oneday  

aftertheannOunCement），theabnormalreturnSareO．05％andO．28％，reSPeCtively，  

althoughthereis stillstatisticallyinslgni丘cant．Themeanthree－daycumulated  

abnormalreturnS（tLlto t＝1）are O．91％，but again thisis stillstatistical1y  

inslgni缶cant．Otherwindowperiodsr印OrtPOSitivecumulatedabnormalreturnS，  

SOmetimesshowlngStatisticalsigniBcanCe．ForexamPle，theinterval丘omt＝－5  

tot＝2showsthehighestCARs，3．42％，Slgnincantatthelevelofl％・Intervals  

includinglongerpre一annOunCementdaysgenerallyshowslgnincantPOSitivegalnS，  

however，thereislittle slgnincanCe When more posトannOunCement daysare  

includedin theinterval．Thelarger abnormalgalnSin the pre－annOunCement  

PeriodarePOSSiblyduetotheleakageofmergerproposalstothemarketbefore  

thepressreport．  

Howdoweinterpretthisresult？Giventheshort－termPeriodsofthestock  

datamovements，1ittlecanbe said about theefnciency effbcts ofthe mergers  

Withoutfurtherexaminationoflonger－runPerfbrmanCe．Whatcanbesaidatthis  

POintis thatthe merglng firmS’shareholders galn Only modest returnSin  

associationwiththepressreportofmergerproposals・Themarketshouldhave  

reasonstobelievethat負rm’svaluecouldbeenhanCedbyachievlngeCOnOmyOf  

SCaleorscope，becauseTaiwaneSeCOrPOrationsareingeneralmoderateinsiz  

COmParlng tOits neighboring economies．ForinstanCe，thelargest Kore  

COmPanyis16timesasbigasthelargeStTaiwaneSe負rm，andfbrJapan，the  

負gureis80times（TheEconomist，“A Survey OnTaiwan”，November7－13，   
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1998）・TaiwaneSeaCquiring負rmSmighthavebeenoperatingatlevelsthatfal1  

Shortofachievingthepotentialsofeconomyofscale・However，tOaSSeSSWhether  

mergersenhanCethe負rmS’efnciency，1tisnecessarytoexaminethelonger－run  

OPeratingperformanCe，WhichisconductedthefbllowlngSeCtion．  

3・3・2・TheChangeinCorporatePerfbrmance  

Toinvestigate how M＆A affbcted the corporate perfbrmanCe，Iused  

industry－a句ustedperfbrmanCeindicatorstomeasurethechangeffompremerger  

to postmerger period・The postmerger N－year aVerageindustry－aqjusted  

PerformanCe Ofthe acqulrlng且rmSis compared withtheir premerger2－year  

averageindustry－a鴫ustedperfbrmanCeWithN＝1，2，3，4．Table3．2reportstheraw  

丘nanCialdata（Pre－a嘩usted）as we11asindustry－aqjustedperformanCedata fbr  

eachindicator，fbreachyearoverthe2yearsbeforeand4yearSaftertheM＆A・  

Empiricalresultsfbrthechange放ompremergertopostmergerperiodbyuslng  

industry－aqjustedperfbrmanCeindicatorsarerePOrtedinTable3・3・  

PrQfitability1hdicatoTT：Ascanbeseen丘omTable3．3，industry－aqjusted  

ROEandROAforacqulnng負rmSdeterioratedinpostmergerperiodsrelativeto  

Premergerperiods．Acquiring且rmSOutPerfbrmedtheirindustrypeersinROEby  

3．4％inthepremerger2－yearPeriod，however，thisrelativesuperiorityreversedin  

the postmerger4－yearPeriod withROE2・6％lower thantheindus打y・The  

Change（－6．0％）is statistical1y signi且cant at5％1evel．Changein ROA  

perfbrmanCe丘om premerger2－yearPeriod to postmerger4－yearperiodalso  

Shows signincant di蝕rence（A．0％）atlevelof5％signincanCe・Resultsfor  

Otherpostmergerperiodslessthan4yearsreportasimilartrend：aCqulnngfirmS，  

PrOfitabilitymeasuresdeteriorateda氏ertheM＆Aactivity・  

LevenzgeandLiquidity：Table3・3showsthatleveragemeasures，long－  

termliabilities to assets ratio（LLm）and d6btto equityrati0（DE），haveno  

Slgmi負cantChange録ompremergertopostmergerperiods・However，Currentratio  

（CR）decreasedsignincantlyfrompremerger83・2％to16・7％（diffbrence＝－  

66．5％）fortheBrstyearatO．5％1evelofsigni丘canCe・Althoughinsigni丘cant，the  

ChangeinCRis aroundAO％fbrpostmerger2－，3－，and4－yearPeriod．The  

downwardchangeinliquidity（CR）butnodifftrenceinleverage（LLTAandDE）   
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mayreflectasamplecharaCteristicthatmanyOftheTaiwaneSeM＆Aare且nanCed  

bycash．  

Growth：Thepremergersalesgrowthrate（GROWTH）fbracquiring缶rmS  

isoutperfbmingtheindustry（by8．9％），however，thesuperiorityreversedafter  

theacquisitions・Theacqulnng丘rmS，postmerger2－yeargrOWthperformanCeis  

lowerthanindustryby8・5％，andthechangeffompremergertopostmergerperiod  

isslgnincantat5％level．TheunderMPerformanCeinsalesgrowthcontinuesfbr  

Otherpostmergerperiods，butitlackssignincanCeatlevelof5perCent・  

The empirical results of examlnlng aCqulnng 鎖rms’accountlng  

PerfbmanCeindicateapreliminary負ndingthatingeneralM＆Abroughtaboutno  

improvementin corporate at丘〉r4years afterthe M＆A activity・Moreover，  

acqulrlng鋭rmsdeterioratedsignincantlyinsomeprontabilityindicators・  

3．3．3．AnAlternativeTestfbrAccountingPern）rmanCe  

As suggested by Healy，etal（1992），SOme Ofthe di脆rence between  

Premergerand postmerger perfbrmanCe COuld bealso due to economicand  

industry factors，Or tO a COntinuation of負rmqSPeCincperfbrmanCebefbre the  

M＆A activity．In the previous test，Iusedindustry－aqjusted perfbrmanCe  

measures toallowforindustry efftct．However，thepossibilitythat negative  

M＆Aefftctsintheprevioustestispartlyduetoacontinuationof缶rm－SPeCi且c  

PerformanCebefbretheacquisitionscannotbecompletelyru1edout・Ifwetakea  

furtherlookatthetime－Seriesindustry－a句ustedperfbrmanCedatainTable3．2，We  

負nd a downward direction fbr some perfbrmanCe meaSureS befbre the M＆A  

activity．Figure3．2depicts atime－Seriespro丘1eofacqulnng負rmS’industry－  

a句ustedROEandROAvaluesfbreachofthepremerger2yearsandpostmerger  

4yearS．Asshowninthegraph，bothROEandROAarecontinuouslydecliming  

蝕）myear「2toyeaト1，yearl，StOPPlngatyear2，andincreaslngSlightlyatyear  

3and4．Hence，deterioratingperfbrmanCeinthepostmergerperiodsreportedin  

PreVioustestsmightbeduetonotonlyM＆Aactivity，butalsothecontinuationof  

PremergerdownwardperfbrmanCe・   
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IadoptedameasureusedbyHealy，etal（1992）totakeintoconsideration  

therelationbetweenpremergerandpostmergerperformanCe．Abnormalindustry－  

aqjustedperfbrmanCeisestimateduslngthefo1lowlngCrOSS－SeCtionalregression  

㌔血＝α＋耽rg．f＋g∫  

Where n。St．Eistheindustry－a句ustedperformanCemeaSurefbrcompanyi如m  

thepostmergeryearS，andち，Y．1isthepremerger2－yearindustryperformanCe  

measuresforthesameCOmPany・ThemeasurefbrimpactofM＆Aoncorporate  

performanCeis α正omthe above equation．Pc叩tureS any COrrelationin  

perfbrmanCemeaSureSbetweenpremergerandpostmergeryearSandtherefbreα  

isindependentofpremergerperfbrmanCe・Theresults fbrROEandROAare  

reportedinTable3・44・  

AsshowninTable3．4，inthepostmerger2－yearperiodtheestimateofα  

fbr ROEand ROAare」）．044and－0．025，reSPeCtively，and the values are  

Slgnificantlydifftrent打omzero．ThenegativeslgnOftheestimatesindicatesa  

deteriorating perfbrmanCe fbr postmerger2yearS eVen afterallowlng fbrthe  

relationshipwithpremergerperformanCe・Postmerger3－yearand4－yearperiod  

alsoreportnegativeabnormalROEandROA，andtheyareslgnincantatlevelof  

lO％．The resultsareindicating a deterioratlng Changein acqulrlng且rm’s  

profitabilityfbrtheoverallpostmergerperiods，Whichareconsistentwithprevious  

testresults．  

3．4．Summary  

This Chapter examines the annOunCementS－aSSOCiated stock prlCeS  

movementandaccountlngPerfbrmanCeOf20TaiwaneSeaCqulnng負rmSduring  

late1980s to ear1y1990s．It艮nds that the merglng丘rmS Onlygaln mOdest  

abnormalreturns around the press report of the merger proposals・Further  

4Tocheckwhetherthevarianceofthedependentvariableisthesameforal1  

Valuesoftheindependentvariables，IplottheStudentizedresidualsagainstthe  

Predictedvalues・SincenocertainpatternSinthedatapointsareobserved，the  

assumptlOnSOfconstantVarianCeSaremet・   
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examination reports a downward changeinthe acqulnng点rmS’accounting  

PrOntabilityperfbrmanCefrompremergertopostmergerperiods．  

The evidence suggests that mergers，On aVerage，fai1toimprove  

TaiwaneSe丘rmS’0peratingefnciency．However，CaremuStbetakenininftmng  

mergermotives血■Omtheresults．TheefnciencytheorycannOtberqiected点atlyon  

thebasisoftheresultsofthisstudy，ParticularthesampleofTaiwaneSemergerSis  

quitesmal1inthisstudy．Besides，POtentialsymergy丘omtheeconomyofscale  

thoughmergersmayalsoexist，COnSideringtherelativesmallsizeofTaiwaneSe  

鎖rms・AsKitching（1967）suggests，“themeree乱istenceofpotentialsynergismis  

noguaranteethatthecohbinedoperationwillrealizethepotential：’ChangeSin  

thebusiness environmentormafketmaybeareasoncauslngthedeteriorating  

POStmergerPerfbrmanCe・MorewillbediscussedintheCh叩terSixa触revidence  

OnJapanesemergersareinvestigated．   



18   Chapter3TheImpactofM＆AonTaiwaneSeCorporations  

Figure3．l・NumberofM＆AsapprovedbyFTCinTaiwan  
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Table3．l．Cumulated abnormalstock returnsarOund the first public  
announcementofthemergeroracquisitionbythe20Taiwanesefirmsduring  
l，＄7tol，，2  

MeanCumulated Teststatistic  
abnormalreturn（％）（Two－tailed）  

Windowperiod  

0．5  1．458  

－0．6  －1．426   

0．6  l．棚   

0．3  0．294   

0．4  0．954   

0．5  l．131   

0．1  0．147   

0．5  1．228   

0．4  0．416   

0．7  1．802   

－0．3  －1．521   

－0．3  」）．904   

」）．4  一刀．841   

」）．1  －0．299   

0．0  」）．040   

0．9  1．041   

1．8  1．748   

2．7  2．147＊   

2．6  1．899   

2．1  2．138＊   

3．4  2．655＊＊   

3．3  2．380＊   

2．1  1．572   

2．9  l．793   

2．1  1．柑2   

2．4  1．263   

1．6  0．673   

2．1  1．038  

J
一
6
一
5
 
司
一
3
 
」
一
1
 
0
 
1
 
2
 
 
 

3  

4  

5  

6  

7  

（－1－1）  

（－3～1）  

（一5－1）  

（1㌧1）  

（べZ～2）  

（－5”2）  

（－7”2）  

（－3～3）  

（⊥7～3）  

（一l－4）  

ト5－5）  

（」5～6）  

（1㌦7）  

＊p＜0・05・＊■p＜0・01・   
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Table 3．2．The raw（Pre・adjusted）andindu＄try・a嘲usted 蝕ancial  

Perfbrmanceindicatorsfbrthe20sampleacqulrlngfirmsn）reaChyearover ●●  
the2yearSbefbrcand4yearSafterthcacquisition  

Year－2  Year－1  Year1  Year2  Year3  Year 4 

Raw（Pre－adjusted）伽anCialperfbrmanCeindicators  

ProlFitability 

ROE   

ROA   

kverage   

LLTA   

DE   

Liquidity   

CR   

GROWTH   

OES  

0．192＊＊＊  0．141＊＊＊ 0．087＊＊＊  0．053＊  0．076＊  0．064＊＊   

0．114＊＊＊  0．078＊＊＊ 0．052＊＊＊  0．038＊＊  0．047＊＊  0．037＊＊  

0．092＊＊  0．081＊＊＊  0．100＊＊＊  0．102＊＊  0．083＊＊  0．097＊＊   

0．966＊＊＊  0．938＊＊＊ 0．791＊＊＊  0．836＊＊＊ 0．725＊＊＊ 0．658＊＊＊  

2．503＊＊  2．180＊＊＊ 1．763＊＊＊ l．889＊＊  1．910＊＊＊ 1．921＊＊＊   

0．22l＊＊  0．134＊＊  0．068  0．130＊＊  0．076   

0．141＊＊＊  0．149＊＊＊ 0．142＊＊＊  0．156＊＊＊  0．1（氾＊＊＊  0．162＊＊＊  

lndustry－aqjusted蔦nancialperfbrmanceindicators  

Pro丘はbility   

ROE   

ROA   

kverage   

LLTA   

DE   

Liquidity   

CR   

GROWTH   

OES  

－0．024  －0．020   

－0．014  －0．013  

0．050＊  0．016   

0．042＊  0．010  

」）．014  」）．045   

－0．007  一イ）．022  

0．009  0．O16   

0．098  」）．007  

0．035＊  0．016  0．034  」）．037   

0．139  0．180  0．151  0．193  

0．515  0．530   

0．016  」）．003   

0．016  0．016  

0．167  0．502  

」）．085   

」）．008  0．013  

0．887  0．822   

0．113  0．035   

0．005  0．009  

＊p＜0．05．榊p＜0．01．…p＜0．001．（fbrtwo－tai1edトtestwhetherthevalueisequalto  

ZerO）   
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Table3・3・The changeinindustry・a4iusted per伽rmanceindicators f（Om  
Premerger2・yearaVeragetOPOStmergCrPeriodaveragcn）rthe20sample  
●● acqulrlng瓜rms   

Change in Change in Change in Changein  

PerfbrmanCefrom per払rmanceffom perfbrmancefrom perfbrmanceffom  
premerger2year premerger2year premerger2year premerger2year  

topostmergerl topostmerger2  topostmerger3  topostmerger4   
year average year average year average year average 

ー0．060■  

0．034   

－0．026  

」）．064…  」）．062－   

0．034  0．034   

－0．030  －0．028  

ROE  ≠0．048  

premerger  O．034  

postmerger  －0．014  

」）．041…  」）．04げ＊   

0．027  0．027   

」）．014  －0．014  

」）．040＊  

0．027   

」）．014  

ROA  」）．033＊  

Premerger  O．027  

postmerger  －0．007  

LLTA  O．009  

premerger  O．025  

postnnerger O．034  

DE  」）．006  

premerger  O．157  

postrnerger O．151  

CR  」）．665岬  

prernerger O．832  

POStmerger  O．167  

」）．174＊   

0．089   

－0．085  

GROWTH   

premerger  

POStmerger  

OES  －0．015  

Premerger  O．007  

匹Stmerger  」）・008  

＊p＜0，05．＊＊p＜0．01．（fbrtwo－tai1edトtestwhetherthedifftrencebetweenpremerger  
andpostmergerperiodsisequaltozero）   
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Figure3．2．Profileanalysisoftheindustry・adjustedROEandROAfbrthe20  

acqulrlng伍rmsover6yearsaro11ndtheacquisition            ●   ●   
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Table 3．4．Regression of postmergerindustry・a4justed perfbrmance  

measures on premerger 2・year aVerageindustry・adjusted pern）rmanCe  
●● measuresfbrthe20Taiwaneseacqulrlng航rms  

R square F血ue  
。。   

Postmergerlyearindustry－a句ustedperfbrmanCemeaSureS  

1．494  
（0．237）  

3．451  

（0．080）  

36．952  

（0．000）  

－0．024  0．304  

（0．299）  （0．237）  

＿0．016  0．357  

（0．228）   （0．08）  

－0．459  0．753  
（0．107）  （0．000）  

0．077  ROE, 

0．161  ROA  

0．672  CR  

Postmerger2－yearaVerageindustry－a句ustedperfbrmanCemeaSureS  

ROE  
（）  

0・187  
4．138  
（0．057）  

5．842  
（0．026）  

＿0．025  0．400  
（0．039）  （0．026）  

0．245  ROA  

Postmerger3－yearaVerageindustry－aqjustedperfbrmanCemeaSureS  

2．510  
（0．131）  

3．653  
（0．072）  

－0．039  0．323  
（0．053）   （0．131）  

J．022  0．299  
（0．052）   （0．072）  

Postmerger4－yearaVerageindustry－a句ustedperfbrmanCemeaSureS  

1．458  
（0．243）  

1．834  

（0．192）  

＿0．033  0．222  
（0．064）   （0．243）  

－0．019  0．198  
（0．072）  （0．192）  

Valuesin the parentheses are p－Values fbr the regressions，F valuesand the  
coefncientestimates．   
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CIIAPTER4  

PostmergerOperatingPern）rmanCeOfJapanese  

Firms5   

血潮ぬ融抽廟幽臨地価由ぬ由融繭細融ぬ敵地鹿鴎泌摘軸血塊血輔融通漸幽柚摘臨地如餌細雨細融ぬ加商細繊細融由細ぬ軸鹿獅濾融蜘融鹿融鹿細臨組曲由面幽融細醸細師ぬ紬融舶  

Itiswellknownthatcorporatemergersandacquisitions（M＆A）inJapan  

aredifftrentinthenature打omAngl0－AmericanM＆A．ForexamPle，thepractice  

Ofinter－COrPOrateShareholdingshasbeenareasonfbrthemisslngOfacorporate  

takeover marketinJq）an（Sheard（1989））．Hostile takeoversare almost non－  

existentinJapan because of the harmony－emPhasizing，COnflict－aVOiding  

COrPOrateCultureandmutualshareholdingpractice．JapanesemergersareuSedin  

apassivesense：thesellersareonlywillingtobemergedwhenhavingnnanCial  

PrOblems（rescue－0riented merger）．Jq）aneSe COrPOrate Cultureand business  

PraCticeshavebeenmakingtheM＆Amarketquitesmal1，intermSOfboththe  

numberand valueofthe deals．AlthoughM＆Asreceived greater attentionin  

recentyearSinJapan，theliteratureonJapaneSeM＆AsislimitedcomparlngWith  

theenormOuSamOuntOfstudiesintheU．S．  

ThisChapteraimstoextendthisliteraturebyinvestigatinganeXtenSive  

Set Ofmergers打om thelate1970s to the ear1y1990s・The empiricalstudy  

examines the effbcts ofmergers onthe缶rmS’operatingperfbrmanCe，SuCh as  

PrO負ciencyandgrow也．Theresultswillshedsomelightontheefftctivenessof  

JapaneSemergerSinimprovingthe凸rmS’efBciency（the efnciency－improving  

hypothesis）．  

5This chapteris based onthe paper，CO－authored with Y・Hoshino，titled  

一一ProductivityandOperatingPerfbrmanCeOfJapaneSeMergingFirmS：Keiretsu－  

relatedandIndependentMergers‖，JapanandtheWorldEconomy，fbrthcomlng・   
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4．1．SampleandDataSources  

Toinvestlgatethemergers’effbctson且rmS’efnciency，Icollectdataon  

COrPOratemergerSCarriedoutbyJqpaneSe負rmS．ToavoidnoisesIfbcusonlyon  

merger events and exclude other combinations such as stock acquisitions or 

C叩italparticipation．Themergereventsweremainlyidenti鮎d打omtheNihon  

KeizaiShimbun（JapanEconomicNewspaper）．Ⅰfurtherconfinethesampleto  

domesticnon一銭nanCialJapaneSeCOmPanies．AIsoexcludedaremergerSbetween  

ParentCOmPanyanditssubsidiary，Sinceinthesecasesthemerged負rmhadbeen  

undercompletecontrolofthemerglng魚rmbefbrethemerger．In銀nalIobtained  

73merglngeVentSranglng血■Om1977to1994．Ifbcusmainlyonthemerglng  

負rms，Sincemostofthemergedarenon－Publiccompaniesandtheir航nanCialdata  

are unaVailable．The丘nanCialdata fbr merglng鎖rmSare COlletedfrom the  

NEEDS（NikkeiEconomicElectronicDatabankSystem），documentedbyNihon  

KeizaiShinibun．Icompile負nancialdataofthemerglng負rmsfbr4yearSbefbre  

and5yearSafterthemergercompletionyear，hence9yearSintotalfbreach蔦rm．  

However，datafbrthemergercompletionyearareOmittedtoavoidbiasescaused  

byvarylngaCCOuntingpractices．  

Amongthe73samPlemergers，26mergerswerecompletedintheperiod  

1990－1994，22mergers during1985－1989，and25mergers during1977－1984．  

AccordingtoNEEDStwo－digitindustryclassification，580fthemerglng丘rmS  

belongtomanufacturingindustry，9aretradingfirmS，4aretranSPOrtationrelated  

瓜rmS，andtheremainlng2areclassifiedintotheserviceindustry．  

Ⅰthen calculated the perfbrmanCemeaSureS uSlng the accountlng data．  

SpecificallyIcalculatedthemerging負rmS’returnOn aSSetS（ROA），returnOn  

equity（ROE），grOWthin sales（SALES），andgrowthin employment（EMPL）．  

Theseratiosarecalculatedasfo1lows：  

ROA＝（OperatingIncome／TotalAssets）  

ROE＝（Currenthcome／Equity）  

SALES＝（SalesofCurrentYear／SalesofPreviousYear）－1   
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EMPL＝（EmployeeNumberofCurrentYear／EmployeeNumberofPrevious  

Year）－1  

ThesemeasuresareCalculatedfbreachmerglng蝕mforeachyear丘om  

fburyearsbefbremerger（yearA，－3，－2，－1，reSPeCtively）to凸veyearsafterthe  

merger（Year1，2，3，4，5，reSpeCtively）．YearZerOis the yeara mergeris  

COmPletedforaparticularnrmandwillbeadifftrentcalendaryearfbrdiffbrent  

負rms・DatafbryearZerOisomittedfbrthereasonofminimlZlngthe”noises‖  

CauSedbydiffbrentmergeraccountingpracticesintheyearOfconsolidation．Note  

thatsincecalculationofSALESandEMPLinvoIvestwoyearsofdata，thesetwo  

Variablesinyearlarenotavai1ablebecausethedatafbryearZerOarerequired．  

Hencefbrth，thereareonlyeightyearsofdatafbrSALESandEMPL，fromyear－  

4，tOyear－1andftomyear2toyear5．  

Sincepremergerversuspostmergerchangeintheseaccountingmeasures  

maybesubjecttoeconomy－Wideorindustryfactorsotherthanthemerger，itis  

necessarytoaccountfbrthesefactors・One丘・equentlyusedwaylStOaqjustfbr  

industrymedianormean・ForeachmergingfirminthesamPle，Icomputethe  

median丘nanCialratiosfbralltheother負rmswiththesamenVe－digitNEEDS  

industrycode．TheseindustrymedianSareCOmPutedfbreachyearcorresponding  

toeachmerglng負rm．  

4．2．TheEmpiricalRe  

4．2．1．PremergerFirmPern）rmanCe  

Table4．lreports themerglng負rmS’perfbrmanCe againsttheirindustry  

benclmafk（industry median）in termS Of ROA，ROE，Sales growth，and  

employeesgrowthduringthepremergeryearS．AIsoreportedaretheresultsofthe  

t－teStSthatthedifftrenceinthese丘nanCialratiosbetweenmerglng点rmsandtheir  

industrymediansiszero．  

In general，the merging丘rmS areless profital）1ethantheirindustry  

medianSbeforethemerger．TheROAratioofmerglngfirmsisconsistentlylower  

thantheindustrymedianS打omYear－4toYearー1，andinYear－1，thedifftrence  

isstatisticallyslgmi丘cantatthelevelof5％・ForROEratio，thetrendisquite   
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Similar，WiththeonlyexceptionofYear－1，WheretheROEofmerglng丘rmSis  

Slightly higher thanindustry medianS（butinsignincantly）．AIso，themerging  

firmS，premerger4－yearmedianSfbrpro丘tabilityareonaveragelowerthantheir  

industrybenchmarks：thedi鮎renceinROEis slgnincantatthelevelof5％，  

Whilethedi鮎renceinROAisinslgnincantbuttheslgnincantleveliscloseto  

lO％．  

Asfbrthegrowthinsales，althoughthemerglng丘rmsaregrOWlngata  

largerratethantheirindustrybenchmarksduringYear一4toYear－2，themerging  

且rmS’growthratebecomeslowerthantheirindustrybenchmarksinYearー1・  

However，thedifftrencesareal1inslgnificant．AIso，themerglng疏rmS’premerger  

4－yearmedianS fbr sales growth are on averagelower thantheirindustry  

benchmarks，althoughthedi飴renceisstillinslgnincant．  

With respect to growthin employee numbers，the merglng蔦rmsare  

growlngatalargerratethantheirindustrybenchmarksinYear－3andYear－2，  

butatalowerrateinYear－1．Thediffbrencesarealsoinsignincant（exceptin  

Yearー4）．Andalthough the merging丘rmS’premerger4－year medianS fbr  

employees grow血are on average higher thantheirindustrybenchmarks，the  

difftrenceisinslgnincant．  

4．2．2．PostmergerFirmPer伽rmance  

Table4．2reports themerglng丘rmS’perfbrmanCeagainsttheirindustry  

benclmarks（industrymedianS）duringthepostmergeryears・AIsoreportedarethe  

resultsofthet－teStSthatthediffbrenceinthese負nanCialratiosbetweenmerglng  

firmSandtheirindus仕ymedianSiszero．  

Ascanbeseen，themerglng丘rmSarebecormngfarlesspro負table  

theirindustry benchmarks during the postmerger5years・ROAratios ofthe  

merglng且msareal1sigmi丘cantlylowerthanthoseofindustrybenchm訂ksinthe  

POStmerger5yearS．TheresultsforROEareshowlngSlmi1artrends．  

Asforthesalesgrowth，OnlyinYear2isthemerglng鎖rmS’growthrate  

higherthanindustrybenchmarkssignincantly（10％1evel）・Merging丘rmSlosethe  

momentuminthe fbllowlng yearS：the growth rates fbr merglng且rmSare   
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becominglowerthanindustrymedianS（althoughinsigni丘cantly）．Onaverage，the  

merglng丘rmS’postmerger4－yearmedianSfbrsalesgrowtharelowerthantheir  

industrybenchma止s，andthediffbrenceisinslgnificant・  

Asfbrthegrowthinemployeenumbers，thegrowthratesfbrmerglng  

nrmsarelowerthantheirindustrymedianSinYear2，butthedifftrenceisnot  

Statistical1yslgnincant・However，丘omYear30nboththemerglngnrmSandthe  

industrybenchmarksarereportingnegativegrowthratesinemployeenumbers・  

Merglng鎖rmsaredecreaslngtheiremployeenumbersatagreatermagnitudethan  

theindustrybenchmatksinYear3andYear4．Butthedifftrencesinindividual  

yearsareal1statisticallyinslgnincant・However，intermSOfthepostmerger4－year  

medianSfbremployeesgrowth，itcanbeseenthatthemerglng丘rmsareSlashing  

their employees at a greater magnitude thantheindustry benchmarks（the  

difftrenceissigni負cantattheleveloflO％）．  

Figure4・1and4・2providegrq）hicalpresentationofthemerglngfirms，  

丘nanCialratiosagainsttheirindustrybenchmarks・MerglngfirmShavebeenless  

PrO負tablethantheirindustrybenchmafksthroughpremergertopostmergeryears・  

Itis obvious that mergers failtoimprove the蔦rmS’prontability．MeanWhile，  

merglng丘rmShavebeengrowlngatagreaterrateSeVeralyearSbefbrethemerger  

butwereoutperfbrmedbytheirindustrybenchmarksjustlyearbefbrethemerger  

year・Mergers onlypropupthesalesgrowthtemporarilyinthe丘rstyearafter  

merger，andthesalesftlldownagalninthesubsequentyears．  

4．2．3．PremergerversusPostmergerIndustry・adjustedFinancialRatios  

Inthissection，Iregressthemerglng凸ms’postmergerfinanCialratioson  

thepremergeronestomeasurethemerger奄efftct・Toaccountfbrindustryfactors，  

Isubtractthecorrespondingindustrymedianfromeachmergingfirmも丘nanCial  

ratiosfbreachyear・Tomeasurethepremergerversuspostmergerchangeinthe  

merglng firmS’industry－aqjusted負nanCialratios，the fbllowlng CrOSS－SeCtional  

regressionisestimated：  

㌔血＝α＋携rビ．∫＋どょ   
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Whereち血1Sthepostmerger5－yearmedianforcompanyiもindustry－a句usted  

nnancialratios，andち，。．Eis thepremerger4－yearmedianfbr companyib  

industry－aqjusted鋭nanCialratios・Themeasurefbrimpactofmergersoncorporate  

Pe血）rmanCeisα丘omtheaboveequation・Sinceβcapturesanycorrelationin  

BnanCialratiosbetweenpremergerandpostmergerperiods，αisindependentof  

Premerger finanCialperformanCe・Table4・3reports the ordinaryleast square  

estimatesfbrtheregressions6・  

ItcanbeseeninthenrstregressionthatpostmergerROAishighlyrelated  

WithpremergerROA・TakingaccountofthepremergerperfbrmanCe，theconstant  

termαfbrROAis－0・6％，Slgnincantatthelevelofl％・ThenegativeslgnOfthe  

COnStanttermindicates adeterioratingperfbrmanCefbrpostmergeryears a鮎r  

allowlngfortherelationshipwithpremergerperfbrmanCe．RegressionfbrROE  

alsoproducessimi1arreSult．Asfbrthegrowthinsales，thethirdregressionalso  

Shows a negative constant term，althoughinslgni凸cant．Asfor the growthin  

employeenumbers，thefourthregressionproducesanegativeconstantterm（－1％），  

Slgnificantatthelevelof5％．Ingeneral，theresultsindicatedeterioratlngChangeS  

inthemerglng負rmS’postmergerperfbrmanCe，Particular1yinthepro丘tabilityand  

growth．  

The empirical results regarding merger effect on various performance 

measures，ingeneral，indicateanegativeimpact・Theresultsonpro丘tabilityand  

SalesgrowthcoincidewithmostpreviousempiricalstudiesonJapaneSemergerS  

（Hoshino（1982，1992）；MuramatSu（1986）；and Odagirietal．（1989））．Unlike  

theirAnglo－AmericanCOunterPartS，agreatdealofmergersinJapanhavebeen  

used to bailout丘nanCial1y troubled ormismanaged companies，Or aS a  

restruCtming toolto consolidate affiliated丘rmS・Strategic M＆As areless  

6TocheckwhetherthevarianCeOfthedependentvariableisthesamefbrall  

Valuesoftheindependentvariables，IplottheStudentizedresidualsagainstthe  

Predictedvalues・SincenocertainpatternSinthedatapointsareobserved，the  

assumptionsofconstantvariancesaremet．   
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PreValentinJapaneSemarketsthaninthewestemadvanCedeconomies．Hostile  

takeovers arealmostnonexistentincorporateJapandueto cross－Shareholding  

PraCticesamOngJq）aneSeCOrPOrationsandanantipathytowardsthe’’corporate  

raider‖．The westem theories on M＆As have suggestedthat M＆Asact as a  

disciplinefbrmanagerStOmaXimizethe負rmValue，andasamechanismbywhich  

thematketsystemreplacesincompetentmanagement・ButinJapaneseM＆A，nO  

SlgnincantreShufnes ofthemanagementinthemerged負rmSWereCamiedout  

afterthemergerandlayoffkremainataboo・7hmanycases，themerged  

CEO remainedin the director board ofthe amalgamating丘rm．Under these  

CircumstanCeSitwouldbehardtoexpeCttheamalgamatlng且rmtobecapableof  

realizingthepotentialsynergy，ifany．  

4．3．Summary  

Examlnlng73Japanesecorporatemergerscompleted録■Om1977to1994，I  

fbundthefbllowlngreSults：  

（l）Merging鎖rmS areless pro丘table thantheirindustry benclma止s  

befbrethemergers．Theyalso are showlngdeclining growthratein sales and  

employeenumbersasapproachingthemergeryear・Theseresultssuggestmerglng  

丘rmsmaylooktomergersfbrimprovlngSuChunfavorableperfbrmanCe．Infact，  

thepressarticlesrevealthatagreatdealofJapaneSemergerSuSedinthisstudyare  

undertakeninadeftnsivesense，fbrexamPle，tOCOPewiththeintensinedmarket  

COmPetitionordecliningdemand．  

7 
Infact，thepressreportshaverevealedthattheemployeesofthemerged且rmS，  

in many CaSeS，are absofbedinto the new amalgamating缶rmSand no harSh  

layo打sareCarriedoutfo1lowlngthemergers．Buttheempiricalresultsinthis  

Studyshowthattheemployeegrowthrateisdecliningfbllowlngthemergers．This  

impliesthatalthoughJapaneSemergerSuSual1yaccompanylittlelayo蝕，thenew  

amalgamating缶rmS reStrain employmentgrowthfbllowlng the mergers．Such  

moderatepracticesarealso observedin corporateJapanduring hard times or  

eCOnOmC reCeSSlOnS．   
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（2）hconsistentwiththeannouncement－aSSOCiatedhighabnormalreturnS  

reportedbypreviousworks，JapaneSemergerSdidnotimprovethe丘rmefnciency，  

and even caused deteriorationin the航rmS’0peratingperfbrmanCeS SuCh as  

pro且tability，Sales growth and employee growth・The results con頁m the  

COmmOnly heldimpressioninJapanthat mergeris notanefftctive way of  

improvlng蔦nanCialperfbrmanCe．Asamatteroffact，inJqpan，Wherestockholder  

Valueisoutweighedbyothercorporateobjectives，mergerSareadoptedmoreina  

deftnsivesense，aS ameanStOreStruCtureSlackbusinessesorto staveoffhard  

timescausedbyintensivecompetitionorrecession．Uniquebusinesssystemsand  

patemalisticpracticesincorporateJ叩anhavestifledradicalrefbrmsandchanges  

fo1lowlngtheconsolidation．Theturfbattlesandatattooagainstlayo蝕alsomake  

itdifnculttoachievee琉ciency．ThesefactorshavekeptmanySkepticalaboutthe  

WOrkabilityofmergersinJqpan．   
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Figure4．1．GraphicaldescriptionofROAandROEn）rthemerglngfirmsand ●  
their industry medians 
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Figure4・2・Graphicaldescriptionofgrowthinsalesandemployeenumbersn｝r  
themerglngfirmsandtheirindustrymedians                        ●   
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CHAPTER5  

BankControl，LargeShareholders，andthe  

AbnormalReturns＄  

細腕髄地軸由淑抽由髄由加由融摘如鹿離山料触感紬融紬的緑融通紬ぬ細破細胞癌通勤拙臨地適如海山濾由漉鎚融通師ぬ由恋心細適地鹿組曲如融臨融ぬ融 ▲鍼離輔醜細浦臓腑腱紬瞞臓腑跡跡摘傭  

h the U・S・，important COrpOrate gOVernanCe meChanismsinclude  

incentive－COmPenSationcontracts such as stockoptionplansandperfbrmanCe－  

relatedpay，managementequityownership，mOnitoringbyoutsideboarddirectors，  

largeshareholdersandexternalmatketfbrcessuchashostiletakeoversandproxy  

COnteStS（JensenandWarner（1988）；ShleiftrandVishny（1997）；Weston，Chung，  

and Siu（1998））・In corporateJapan，Where the govemanCe meChanisms are  

distinct丘omAnglo－AmericanOneS，itis worth asking thequestionslike how  

JapaneSe負rmSaremOnitoredandwhetherthemonitoringsystemisefftctively  

reducingthe agencyproblems engenderedbytheseparation ofownership and  

COntrOl．Considerableworkhasbeendevotedtoaddresslngtheseissues，Withthe  

attention mostconcentratedon the mainbankorkeiretsu’s govemlng SyStemS  

（Forinstance，Sheard（1989），Hoshi（1990），Aokiet al．（1994），Kaplan etal．  

（1994），andKangetal．（1995））．Whileearlierpreviousworkarguedthatthemain  

banksystemplaysanimportantrOleingovern1ngtheirclient凸rmSinJapan，SOme  

recent studies suggested alternative opposing views. 

Thispaperaimstoprovideempiricalevidenceonthemonitoringrolesof  

Japaneselargeshareholdersandbankcreditorsinthe鮎ms，investmentdecisions・  

Thelarge ownership by 且nanCialinstitutions and non一缶nanCiala飽1iated  

8This chapteris based on the paper，CO－authored with Y・Hoshino，titled  

”Shareholders－Wealth，BankControl，andLargeShareholders：AnAnalysis of  

JapaneSeMergers”，Keieizaimu－kenkyuVol・21No・2（forthcoming）・   
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enterpnsestypicallyise血beddedinthecomplexJapaneSekeiretsusystemand，in  

theory，ServeS aS a POtentialmonitoring fbrce．Iexamine a samPle set of89  

JapaneSemergereVentS簸om1981to1998andinvestigate the efftcts ofthe  

OWnerShipstruCtureOnmergerannOunCemenトassociatedgains（Orlosses）・Iuse  

mergers as theinvestigation setting because mergeris oftenaninstanCe  

representing conflicts of interests between the management and shareholders. 

Besides，mergerdecisionsareimportantCOrPOrateeVentS，requlrlngaPPrOValfrom  

themqorltyOfshareholders．Ifefftctivemonitoringbyblockshareholders can  

reducetheagencyconflicts，nrmSWithbettermonitorlngShould，therefbre，make  

better merger decisions，thatis，With higher abnormalreturnS．Therefbre，by  

examinlngtherelationshipbetweenmergerrassociatedabnormalretumsandthe  

largeShareholderaswellasbankcreditors，thisstudyprovidessomeinsightsinto  

JapaneSeCOrPOrategOVernanCemeChanisms・  

AnadditionaladvantageOfuslngSuChevent－Studyapproachisthatitcan  

resoIvetheproblemofarhbiguouscausalitybetweenownershipstruCtureand且rm  

Perfbrmance；thatis，the firm per払rmanCe may beinnuenced bythe且rmも  

OWnerShipstruCture，butitisalsopossiblethatthe且rmPerformancemaycause  

ChangesinthenrmもownershipstruCture・Thisstudyavoidsthiscausalityproblem  

becauseperfbrmanCe（measuredbyabnormalreturnS）isonlyobservedoververy  

Shortperiods．  

5．1．SampleandVariables  

JapaneSemergereVentS Were mainlyidentined ftomtheNihonKeizai  

Shi血bun（JapanEconomicNewspaper）・Icon丘nethesampletodomesticnon一  

缶nanCialJapaneSe COmPanies・AIso excluded are mergerS between parent  

COmPanyandits subsidiary，Since thesecases typicallyrepresentinstanCeS Of  

internalreorganizations．In負nalIobtained89mergereventsranglng蝕）m1981to  

1998．These航rmSareallpubliclytradedcompaniesintheTokyoStockExchange  

SOthatIcanaCqulreCOmPlete且nanCialdata・StockprlCedataareobtained丘om  

Tokyo Stock Exchange，and Nihon KeizaiShimbunもstock pnce databases・  

Corporateinfbrmationand accounting data are obtainedfrom Nihon Keizai   
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Shimbun，sNEEDS databaseandKigyoKeiretsuSoran・DrawlngOnthedataI  

COmPiled the fbllowlng Variables fbr each缶rm．The summary Statisticsare  

reportedinTable5・l・  

AsreportedinthePanelAofTable5・1，amOngthe89mergerevents，43  

caseswereannOunCedinthe198ト1991period，and46caseswereannouncedin  

the1992－1998period・20mergerswereinitiatedfbrrescuepurpose．Thereare47  

mergersinwhichthemerglngandthemerged丘rmSbelongtothesamekeiretsu  

member9・DescriptlVeStatisticsfbrthebiddersarereportedinthePanelB・  

FiTmSize：Icalculatedthebidders’bookvalueandmarketvaluebasedsize．  

First，thebookvalueofthetotalassetsattheendoftheyearpnortothemerger  

annOunCementaVerageS537billionYen．Themarketvaluebasedsizevariableis  

the sumofthebookvalueoftotaldebtsandthemarketvalueofequlty．The  

marketvalueofequityiscomputedastheproductofbidderもoutstandingshares  

andthestockprlCeaSOfthe200thbusinessdayprlOrtOtheannOunCement・The  

averageofthemarketvaluebasedsizeis794bi11ionYen・  

Pre－annOunCementPedbnnance：Iusethelevelofcashflowtomeasure  

the bidders，perfbrmanCe befbre the merger annOunCement・Cash 幻owis  

Calculatedasthesumofthebidderもnetincomeanddepreciationattheendofthe  

yearprlOrtOtheannOunCement・Theratioofthebidders，cashflowtothemarket  

Valuebased点mlSizeisaveragedatl・56％・ⅠalsocalculateanOthermeasure，the  

bidders，averageexcessretumsovertheperiodffom200businessdaysbefbreto  

30daysbefbretheinitialannOunCement・TheexcessreturnSareCalculatedasthe  

bidders，dailyreturnsminustheTOPⅨ－baseddailyreturnS10・Theaverageexcess  

retumsforbiddersaverageO．01％・  

9 ThekeiretsuherereftrstothegroupssuchasNKK，Toyota，Toshibaandother   

COmmOnlyknownkeiretsugroups・  

10TheTokyoStockExchangelsStockPriceIndex（TOPⅨ）iscalculatedasthe  

totalmarketvalueofallstockslistedonthe氏rstsectionoftheTSEataspec泊c  

POintintimetotheirtotalmarketvalueonthebasedateofJanuary4，1968・   
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Bankborrowlng：htheory，thedebtsrestraintheamOuntOf丘eecashnow  

that managers would have expendedin pursulng their own bene丘ts，thereby  

reducingtheagencycosts（Jensen（1986））・However，aSdiscussedinthesectionof  

RelevantLiterature，therewereskepticalviewsontheefftctivenessofJapanese  

banks，monitoringroles．TheratiooftheamountofbankborrowlngtOthebidderも  

marketvaluebased爵rmsize，isaveragedat19．11％．Amongthecreditorbanks，  

themainbankparticularlypossessesthestrongestinnuenceandisassumlngthe  

mostimportantrOleinmonitoringthenrm・De蔦nedasanrmblargestbanklender，  

theratioofmainbankborrowlngtOthe伝rmもsizeaverages2．97％．  

Financialownershわ：The且nanCialownershipvariableiscalculatedasthe  

PerCentage Of the bidders’shares held by頁nancialinstitutions（including  

COmmerCialbanks，SeCurity蔦rmS，andinsurance負rmS）among the toplO  

ShareholdersasoftheyearPr10rtOtheannouncement．Thismeasurerepresentsthe  

magnitude of theinfluence oflarge頁nancialshareholders on the biddersl  

importantdecision－making・Financialinstitutionsamongtop10shareholdersown  

anaverage23・72％ofsharesinthebidders・Amongthem，banksown15・15％ll，  

insuranCeS負rmsown7．59％，andsecurity蔦rmsownO，98％sharesinthebidders．  

Co7POrate OWnerS坤：The percentage of shareS held by non一点nanCial  

corporationsamOng tOPlO shareholders averages4・78％12・hdustrial魚rmS  

typically own shares recIPrOCallyamOng related負rmsand trading business  

PartnerS．Althoughitwasarguedthatsuchmutualshareholdingscouldinsulatethe  

firmS’management from outside pressure（SuCh as hostile takeovers）so that  

managerS are able to make decisions fbrm along－term PerSPeCtive，the  

interlocking shareholding relationship could also provide the managerS With  

greaterpoweranddiscretionandleadtoagencycon且icts．  

II Bylawtheshareholdingofother蔦rmSbybanksislimitedtoamaximumof5％  

aftertheyear1987；befbrethat，bankscouldholduptolO％魚rmequity・  

12 shareholdingbythebidd8r，sparentcompanylSeXCludedsothatthisvariable  

Onlyrepresentscorporatecross－Shareholding・   
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1ndividualownersh＊：Thepercentageofsharesheldbyindividualsamong  

toplOshareholdersaverages2・59％・Amongthem，thedirectorsheldl・43％，and  

the ChiefExecutive Ofncer（CEO）held O．97％shareS13．Firms with strong  

individualshareholders are morelikely to be owner－manager Or fami1y－run  

enterpnses・Throughthehighlevelofpersonalstakesinthebusiness，theinterests  

Oftheseindividualsaretightlyalignedwiththe鎖rmS’，CreatlngmOreincentivesto  

behavein theinterest ofthe且rms・On the other hand，tOO POWerfulownerq  

managersmayleadtomanagemententrenchment，thatis，theywillpursueself・  

interestattheexpenSeOfothershareholdersinterest．  

Other owneTTh＊：The governmentinstitutions own an averagel．66％  

ShareSandfbrelgnCOmPaniesownanaveragel・71％sharesamOngthetoplO  

Shareholders・Only2biddershavegovemmentshareholdersamOngthetop10  

Shareholders，andthereare19bidderswithfbrelgnerShareholdersamongthetop  

lOsbarebolders．  

5．2．EmpiricalResults  

Inthis section，Ifirstcomputethebidders’al）nOrmalreturnS aSSOCiated  

With theinitialpublic announcement ofthe mergers．ThenIinvestlgate the  

relationshipsbetweentheabnormalreturnSandthebidders’govemanCeVariables  

andothercontroIvariables．Intheunivariateanalysis，Iseparatethebiddersinto  

twogroupsaccordingtothesevarial）1esandcomparetheirabnormalreturns．In  

the multivariate analysis，the bidders’announcemenトassociated cumulated  

abnormalreturnSareregreSSed on the bidders’ownership variablesandother  

COntrOIvariables．  

13TheCEOreftrstothechairmanOrthepresidentofthebidder・Inthesampleof  

thisstudy，therearemanyCaSeSinwhichsomelargeindividualshareholdersare  

family members orrelatives ofthe CEO ordirectors but do not assumeany  

POSitioninthe魚rmS．   
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5．2．l．TheE批ctofMergersontheWealthofBidders，Shareholders  

A standard event study methodis applied to calculate the merger－  

associatedAbnormalreturnS．Theabnormalretumsarethedifftrencebetweenthe  

actualreturnSandtheパnormalnreturnS，thereturnS且rmSWOuldhavegalnedif  

therewerenotthemergerannouncements．Foreach丘rmi，the“normalMreturnis  

ノ＼ Calculatedas亘＋βiRm，，，WheretheRm，，istheTOPⅨmarketreturnSateVentdate  

′ヽ t，呵andβEaretheordinaryleastsquaresestimatesoftheinterceptandslopeof  

themarketmodelregressionfbreachnrmi丘om200to31dayspr10rtOthe  

announcementdate・TheannOunCementdate（t＝0）isthedayatwhichthenews  

aboutthemergerwas且rstreportedbythepress．Each丘rm’abnormalreturnS  

′ヽ ARltareCalculatedasRi，t－（∂L＋PiR”，，，）whereRl．tisthe頁rmi’sdailyreturnS  

at event date t．Icalculated each firm，s abnormalreturnS fbr the event window  

h．omt＝T30tothedayt＝30．  

Theone－dayabnormalreturnSaVeragedoverN鋭rmSare  

ARt＝忘∑ニIARi，・Theco汀eSPOndingteststatistichrthehypothesisthatthe  
One－dayAR，iszero，isasfbllows：  

A月r  

磨（A尺）  

where扉＝充∑ごニ200AR，・  

Thecumiatedabnormalretum，CnR＝∑芝．ARt，isthesummationof  

theabnormalreturnSOVertheeventperiod丘omt＝LltoL2・Theteststatisticfbr  

C4RfbrtheN丘rmSOVertheperiodfromi＝LltoL2isasfbllows：  

cA月 ∑芝1叫  
▲－11■  

ノヽ ∫（CA尺）  

TheresultsfbrabnormalretumsareshowninTable5．2．Themean3－day  

Cumulatedabnormalretums（CAR），打omt＝－1tot＝1，are－1．Ol％，Whichis   
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Slgni丘cant at O・011evel■To account fbr the possibility thatthe news about  

mergersislikelytohavebeenleakedtothemarketbefbretheannOunCement，Ⅰ  

alsoexaminedCARfbrearlierperiods．The4－daymeanCARfbrtheinterval  

丘omt＝－2tot＝1isJO・43％（insigni丘cant）andthe5－daymeanCARfbrthe  

intervalfromt＝－3tot＝1isMO・38％（insignincant）．The7MdayCAR（tL3to  

t＝3）is－l．6％（SignincantatO．011evel）andThell－dayCAR（tn－5to t＝5）is  

O．03％（insigniBcant）．IngenerallytheCARaroundtheinitialannouncementis  

Closetozeroornegative．LookingatthepattemsofCAR，theCARbefbrethe  

annOunCementinterval（ftomt＝－30tot＝－2）is2．62％（SignincantatO・05level）；  

thepost－annOunCementCAR（t＝2tot＝30）is－1．42％（insignincant）．Thewhole  

intervalffomtL30tot＝30showsanaVerageOfO．19％（insignincant）．Overal1，  

mergersannouncementfailedtoenhanCethewealthofthebidders’shareholders．  

The results contradict with previous studies onJapaneSe M＆A，Which  

reported the merglng点rmS gained positive returnS．However，ear1ier studies  

analyzed M＆A mainly during the1970sand1980s，Whereas this study used  

M＆Ainthe1980sand1990speriod．AlthoughtherearenocomparableJapaneSe  

Studies，the43bidders dming the1981－1991periodproduced positive CAR，  

rq）Ortedin Table3，While46bidders during the1992－1998period produced  

negativeCAR・However，theresultsareconsistentwithAnglo－AmericanreSults  

thatthebidders’shareholdersonlygainedmodestal）nOrmalretums（Closetozero）  

OreVennegativereturns．  

5．2．2．UnivariateTests  

AfirmWithcorporategovernanCemeChanismsworkingwellissupposed  

tomakemergerdecisionsthatenhanCethefirmS，value・IncorporateJapan，What  

mechanismsareworkingwell？Inthissection，univariateanalysisisappliedtotest  

Whetherand how the merger announcemenトassociated abnormalreturnS are  

relatedtothebidderもcorporategovemanCeCharaCteristics・IstratifythesamPle  

accordingtotheacqulnng且rms，govemanCeCharaCteristics・Table5・3reportsthe  

Cumulatedabnormalretums鉦omtLltot＝1aswellas正omtL3tot＝1fbreach   
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Stratinedsubgroupofbidders．T－teStSareemPloyedtotestwhetherthemeanCAR  

are equal between the two subgroups. 

Mergers（n＝20）thatweremotivatedfbrrescuepurposehavelowerCAR  

thanthosethatwerenot，butthediffbrencesarenotstatistical1yslgnincant．This  

resultisconsistentwithKangetal・（2000）・AlthoughthemeanCARfbrthe47  

bidders of keiretsu－related mergers are smal1er thanthe42bidders of non－  

keiretsu－related mergers，the diffbrencesare nOt Statistically slgnincant．This  

resultispartlyconsistentwithPettwayetal．（1990）．  

Large魚nancialshareholders（SuCh as banks）possess potentialstrong  

influencetowardthe凸rmS’managementanddecision－making．Giventhebanks’  

businessexpertise，nrmSWithmqority且nanCialownershipareSuPPOSedtomake  

better corporate decisions（SuCh as mergers）should banks monitorthe缶rmS  

e脆ctively・Forthe45頁rmswithlarge点nancialownershiphigherthanSamPle  

median（25％），themeanCARarenegative，Whiletheremaining44蔦rmSwith  

largefinancialshareholderslowerthansamPlemediangalnPOSitiveCAR．The  

difftrencesarestatistical1yslgnincantatO．051evel．Firmswithlarger鎖nanCial  

OWnerShip are associated withlowerabnormalreturnS，implyingthat m町Orlty  

COntrOlby鎖nanCialinstitutions provide no benent．When separated by bank  

Shareholding，the45負rmS Withbank shareholding higherthanmedian（16％）  

PrOducednegativeCAR，Whilethe44頁rmswithlowerbankshareholdinggained  

POSitiveCAR・Thedifftrences are statistical1y slgnincant atO・01level■When  

SeParatedbylnSuranCe負rmS，although丘rmSWithinsuranCe銀rmshareholders  

higherthanmedian（8％）producednegativeCAR，thedifftrencesarestatistically  

inslgnincant・When separated by securlty丘rmS，負rmSwith secmity firm  

Shareholdershigherthanmedian（8％）producedpositiveCAR，andthedifftrences  

arestatisticallyinslgnincant．Theresultssuggestlargebankshareholdersarenot  

efftctivelymonitoringthe頁rmS・  

InJ叩an，COrPOrateCrOSS－ShareholdingpracticesareaPPliedtoinsulatethe  

nrmsorthemanagersfromoutsidemarketpressure（SuChashostiletakeovers）．  

However，a POtentialproblemis that this willstrengththeless－mOnitored  

managerS，power andlead to management entrenClment・Mergeris atypical   
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instancewhichthemanagersinitiateinpursuitoftheirowninterests（SuCh as  

empire－building）・Forthe44nrmswithlargeCOrPOrateOWnerShipmorethanthe  

SamPlemedian（4％）theCARarePOSitiveandhigherthantheremaining45負rms  

Withlowercorporateownership，butthedifftrencesarestatisticallyinslgnincant・  

Itimplies thatJapanese corporate shareholders，mainly servlng aS”stable‖  

Shareholders，havelittleefftctinmonitorlngthe鎖rmS・  

Largeindividualshareholders，Particular1ydirectorownership orinside  

OWnerShip，Canalign their owninterests closely with the鎖rm奄，PrOViding  

incentives fbrthemtobehaveintheinterestsofthenrm．Meanwhile，itisalso  

POSSible that too powerfulowner－managerS Can alsolead to management  

entrenchment・The45丘rmswithindividualownershipamOngtOPlOshareholders  

gainedpositiveCAR，Whilethosewithoutlargeindividualshareholdersgenerated  

negativeCAR・ThediffbrencesareSlgni且cantatO．011evel．Bidderswithhigher  

individualownershipgainhigherabnormalreturnS．However，although丘rmSWith  

CEOanddirectorsshareholdingsamOngtOPlOshareholdersgainedpositiveand  

higherCAR，thediffbrencesarestatisticallyinslgnincant．  

ThedifftrencesintheCARarenotstatisticallyslgni丘cantbetweenthe19  

bidders withlargefbrelgn ShareholdersamOngtOPlOshareholdersandthe70  

bidderswithout．BothgroupsshownegativeCAR．  

Ascreditors，JapaneSefinancialbanksalsoexerttheircontrolovertheir  

Clientsfirms．ThemeanCARfor缶rmSWithbankborrowlngratiohigherthanthe  

SamPlemedianarenegative，Whilethosewithlowerbankborrowlngratiogaln  

POSitiveCAR．However，thedifftrencesarenotstatistical1yslgni丘cant．Sq）arated  

bymainbankborrowlng，thedi肋rencesinCARbetweenthetwogroupsbecome  

lessclear．Theresultsfailedtosupportthenotionthatmainbankshelpmonitor  

the缶rmSefftctivelyonthemergerdecisions．  

The umivariate resultsindicate that the bidders，abnormalretums are  

POSitivelyrelatedonlytolargeindividualshareholding，butareinverselyrelatedto  

large且nanCialinstitution shareholding，Particularly bank shareholding．Other  

Varial）1essuchascorporateownershipand（main）bankborrowingshavenoe脆ct  

OntheacqulrerS’abnormalreturns・   
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5．2．3MultivariateTests  

Inthissection，multivariateanalysisisq）Pliedtotestwhetherandhowthe  

mergerannOunCemenトassociated abnormalreturnSare related tothe bidder奄  

COrPOrate gOVernanCe CharaCteristics．Iregress the merglng負rmもcumulated  

al）nOrmalreturnS＆omt＝－1tot＝lonthebidders’ownershipvariablesand  

other controlvariables14・A11equationsinclude the controIvariables fbr  

annOunCementPeriod，andpre－annOunCementPerfbrmanCe15，鎖rm size，reSCue  

merger，and keiretsu－related merger．Table5．4reports the results fbr crossq  

sectionaltheordinaryleastsquareS（OLS）regressions16．  

hthenrstregression，the3－dayCARarePreSentedasafunctionofthe  

abovecontroIvariables，andvariables fbrbankborrowlngS ratioandthemain  

OWnerShipamOng the toplO shareholders．The result shows that mergers  

annOunCedinthe1992－1998periodproducedloweral）nOrmalreturnS，andthe  

Shareholdings by丘nancialinstitutions had an adverse effbct on the abnormal  

returnS・The negative efftct of且nancialshareholding con負rmS the univariate  

resultandsuggeststhatthelarge且nanCialshareholders－inactivemonitoringroles・  

CoefBcientsforothervariablesareinslgnincant，Withresultssimilarwiththosein  

the univariate test except bank borrowlng ratio・The coemcient fbr bank  

14Totesttherobustness，Ⅰalsoranregressionsuslng5－dayCAR敵omtL3tolas  

dependentvariable・TheresultsareSimi1arWithregressionsuslng3＋dayCAR  

fromt＝－1tolasdependentvariable・  

15RegressionsuslngPre－annOunCementCaShnowratioandaverageexcessretums  

PrOduced simi1ar results・Ionly report the resdlts ofanalyses uslng Pre－  

annOunCementCaShnowratio．  

16 
TocheckwhetherthevarianCeOfthedependentvarial）leisthesamefbral1  

Valuesoftheindependentvariables，IplottheStudentizedresidualsagainstthe  

Predictedvalues・Sincenocertainpattemsinthedatapointsareobserved，the  

assumptionsofconstantVarianCeSaremet．   
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borrowlngratiois positivein theregression，butitis notdifftrent蝕）mZerO  

Statistically（TheresultissimilarWhenusingmainbankborrowingvariable）．  

The second regression replaces the且nanCialownership variable with  

Shareholdingbybanks，insurance蔦rmS，andsecurity且rmS．Itisbankshareholding  

thatshowsaslgnincantnegativeefftctonthebidders’abnormalreturnS．Asinthe  

univariatetest，ShareholdingbyinsuranCeandsecurltynrmShavenoslgnincant  

efftct（the efftctもdirectionis also simi1ar）．Otherownershipvariablesremain  

statistical1yinslgnificant17・  

Itispossiblethatmainbank（Creditor）onlyexertsitsinnuencewhenthe  

Client nrms experienced蔦nanCialdimculty・hJapan，When the client凸rmS  

experienced鎖nancialtrouble，mainbankwouldcometorescue，fbrexamPle，by  

PrOVidingmoreloanStOthe負rms・Thethirdregressionaddsaninteractiontem  

betweenthemainbankborrowlngSratioandadummy氏）rthebidderwhosecash  

flowratioisbelowthesamplemedian．Howeverthisinteractionisstatistical1y  

Slgni且cant．  

Gibson（1995）andKangandStulz（2000）arguethatbankrelations are  

unlikelytobevaluableincircumstanceswhenbanksthemselvesperfbrmpoorly・  

ThehighlygrowingJapaneconomy（thebubble）burstaroundtheyear1991，and  

during thepost－bubble decade，thebanks havebeenburdenedwithstaggenng  

non－perfbrmlng debts・JapaneSe banksare Particularly weak regardingtheir  

magnitudeinmonitoringtheBrmsinthe1992－1998periodfbrthesamPleinthis  

Study．Thefburthregressionincludesaninteractiontermbetweenmainbanks  

borrowlngSratioandthedummyfbrthe1992－1998period・Theresultshowsno  

SignincanCefbrthisinteraction．Asafactoffact，themainbank（aswellasbank）  

borrowlngSarenOtSlgnincantlyrelatedtothebidders，abnormalreturnSthrough  

theanalyses・TheresultsinthisstudypresentnosupportlngeVidencefbrthemain  

bank’rolesinenhanClngtheshareholders’wealth・  

17Insteadofindividualshareholdingvariable，uSlngdirectororCEOshareholding  

PrOducedsimi1arresults．   
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On the other hand，in the1990s period，JapaneSeinstitutional  

Shareholdersarelikelytoexerttheirinfluencemoreactivelytowardsthe頁rms  

throughtheirlarge equlty－holding，Partly due to theincreasinglycompetitive  

business environment and theintroduction of AmericanーStyle corporate  

governanCe・The nfth regressionincludes aninteraction between 鎖nancial  

Shareholdingandthedummyvariablefbrthe1992－1998period．Theinteraction  

displays a slgnincantly positive coefncient・While the鮎ancialshareholding  

Variableshowsanegativecoefncient，theresultindicatesthennancialinstitutional  

investorsaremonitoringmoreactivelyinthelater－than－1991period・  

Sincethe且nanCialinstitutionalshareholdersincludebanks，insuranCe，and  

SeCurity銀rmS，Ⅰfurtherexaminetheirmonitoringrolesinthe1992－1998period．  

Thesixthregressionincludestheinteractionbetweenbankshareholdingandthe  

dummyvariableforthe1992－1998period，buttheinteractionisnotsignincant  

（although the coefncientis positive）．The seventh regression contains the  

interactionbetweeninsuranCenrmS，shareholdingandthedummyvariablefbrthe  

1992－1998period・The slgn苗cantly positive coefncient fbr theinteraction  

demonstrates thatinsurance shareholdersare mOre aCtivein thelater－thaか1991  

period18・  

OurmultivariateresultsarenotsupportingthenotionthatJapanesemain  

banks（aswellasbanks）monitorthe凸rmsefftctively．Ourresultisinconsistent  

WithKangetal・（2000），Whose蔦ndingssupportthemainbanks，monitoringroles．  

Howeverthesampleofthisstudycontainsmergers丘om1981to1998，While  

Kang etal．（2000）analyzedcasesfrom1977to1993．Morethanhalfofthe  

SamPlein this studyis occumnglater than1991，aPeriod whenbanks are  

Weakenedbythemountlngbaddebts・ThedifftrenceinthesamPlestruCturemay  

leadtotheinconsistent丘ndingsonthemainbanks，monitoringroles・  

18 Ialsotestedtheinteractionbetweensecurity茄rmもshareholdingandthedummy  

Variablefbrthe1992－1998period・However，thecoefncientisinslgnincantand  

theresultsarenotreportedhere・   
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Anotherimportant且ndingisthatlargeJapaneSeCOrPOrateShareholders  

（負nancialornon一員nanCial），OnaVerage，arenOtaCtiveinmonitoring点rmS．Instead  

theyaremainlyserv1ngaS”stable－1shareholders，insulatingthemanagersfrom  

OutSidepressuresuchashostiletakeovers・Bidderswithlargebankshareholders  

areparticular1yreceivingunfavorablereactionfromthemarket．Boemer（2000）  

foundasimilarnegativeefftctofGermanbanksonthebidders’蔦rms’abnormal  

retums・However，thisstudyindicatesslgnSOfJapaneseinstitutionalshareholders  

actingmoreactivelyinmonitorlng丘rmSduringthe1990sdecade．  

5．3．Summary  

This studyaddressesissues regardingthemonitorlngrOles ofJ叩aneSe  

large Shareholders as wellas bank creditors・ExamlnlnB89corporate merger  

events丘om1981to1998，the empiricalstudylnVeStigates the relationship  

between merger－aSSOCiated returnS and the shareholding ofthe bidder’slarge  

ShareholdersandtheborrowlngSfromthebanks．  

The announcement period abnormalreturnS are negative，COntradicting  

WithpreviousstudiesonJapaneSeM＆A，WhichreportedpositivereturnSOnthe  

bidders・However，thisstudyanalyzesmergersinthe1980sand1990speriod，and  

thereisnocomparableJapanesestudyforthisperiod・Butthisresultisconsistent  

WithAmerican evidence，Which reports negative or statisticallylnSlgni丘cant  

abnormalreturnSOnthebidders．  

Thevariationsinthebidders－galnSaremainlyrelatedtotheleveloflarge  

負nancialshareholding；bidders withlarger缶nanCialownership，Particularbank  

Shareholders，areaSSOCiatedwithlowerabnormalreturnS・Theresultsuggeststhat  

large COrPOrate Shareholders，丘nanCial or non一員nanCial，are nOt aCtivein  

monitoringthe丘ms・Rather，thecorporatecross－ShareholdingarrangementSare  

likelytoleadtomanagemententrenchment・Besides，theresultspartlysupportthe  

notionthatdirectorshareholding（includingindirectshareholdingbytheirfami1y  

Orrelatives）helpsaligntheirinterestswiththe負rm’sinterest，Creatingincentives  

fbrdirectorstoincreaslngthe負rmValue．   
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Inndnorelationshipbetweentheamountofbankormainbankborrowlng  

and the merger－aSSOCiated al）nOrmal returnS．Bank creditorsinJapan are  

PerfbrmlngPOOrerinthe1990s，WeakeningtheirmonitorlngCaPabilities・Since  

thisstudycontainsmorethanhalfofmergersamPleduringthisperiod，itimplies  

thatJapaneSemainbanksarelikelytohavebecomeweakerinmonitoringthe  

魚rmSinthe1990speriod．  

The evidenceinthis study concludes thatJapanese corporate cross－  

ShareholdingarrangementSarenOtefftctivelymonitoring且rms．Tomakematters  

WOrSe，inactivelarge凸nanCialshareholdersleadtomanagemententrenChment．Ⅰ  

alsoBndnoevidencesupportlngthemainbanks’monitoringroles．However，Ido  

丘nd signs thatJapaneSe缶nancialinstitutionalshareholders，SuCh asinsurance  

Shareholders，arebecomlngmOreaCtiveinmonitonngthe凸rmsinthelaterNthan－  

1991period．   
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Table5．1．The descriptivestatistics fbrthe89Japanescmergers andthe  

biddingfirms  

PanelA  

Totalmergerevents  

MergersannOunCedinthe1981－1991period  

MergersannOunCedinthe1992－1998period  

Mergersfbrrescuepurpose  

Mergeramong蔦rmswithinthesamekeiretsu  

PanelB  

Variables  

Totalasset（billionYen）  

Marketsize（＝bookvalueofdebt＋market  

Valueofequity）（billionYen）  

Pre－annOunCementCaShnowratio  

Pre－annOunCementaVerageeXCeSSreturnS  

Bankloans／marketsize  

MainbankloanS／marketsiz  

FinanCialownership  

Bankownership  

Insuranceownership  

Securitiesownership  

Corporateownership  

Individualownership  

Directorownership  

CEOownership  

ForelgnerOWnerShip  

Govemmentownership  

N  Mean Median   

89  537  238   

89  794   297  

89   1．6％ 1．6％   

89  0．0％  0．0％   

89  19．1％ 17．7％   

89  3．0％  2．6喫）   

89  23．7％ 25．4％   

89  15．2％ 15．9％   

89  7．6％  7．8％   

89   1．0％  0．0％   

89  4．8％  4．4％   

89  2．6冤■  0．0％   

89   1．4％  0．0％   

89   1．0％  0．0％   

89   1，7％  0．0％   

89   1．7％  0．0％  

＊Theownershipvarial）1esaretheshareholdingamOngthetoplOshareholders・   
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Table 5．2．Cumulated abnormalstock returns around theimitial  

announcementdateofthemergerbythe89Japanesefirmsduring1981to  

l，，＄  

Window period Meancumulated Teststatistic  

abnormalreturn （Two－tailed）  

CAR（－ト1）   

CAR（一2～1）   

CAR（－3～1）   

CAR（－3～3）   

CAR（－5－5）   

CAR（－30～－2）   

CAR（2…30）   

CAR（－30…30）  

－1．0％  －2．782＊＊＊   

－0．4％  ＿1．021   

－0．4％  －0．811   

－1．6％  －2．872＊＊＊   

0．0％  0．041   

2．6％  2．325＊＊   

－1．4％  一1．250   

0．29ら  0．123  

＊＊p＜0・05・…p＜0・01・   
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Table5・3．CumulatedabnormalreturnS伽rvarioussubgroupsofbidders  

CAR  P－Value  CAR  P－Value  

N ト1～1）（two－tai1ed）（－3～1）（two－tailed）  

1．4％ 0．061   

－1．9％  

Announcementsinthe1981－1991period 43  

Announcementsinthe1992－1998period 46  

0．8％ 0．052   

－2．6％  

ー0．3％ 0．880   

－0．6％   

－0．9％ 0．886   

－1．2％  

Not rescue mergers 

Rescue mergers 

0．3％ 0．471   

功．9％  

－0．4％ 0．534   

－1．5％  

Notkeiretsurelatedmergers  42   

Keiretsurelatedmergers  47  

－2．2％ 0．045   

1．5％  

ー2．9％ 0．021   

1．0％  

Financial ownershiphigherthanmedian 45 

FinanCialownershiplowerthanmedian 44  

ー3．6％ 0．000   

1．7％  

－3．4％ 0．000  

2．8％  

Bankownershiphigherthanmedian  45  

Bankownershiplowerthanmedian   44  

－1．5％ 0．201  

0．8％  

ー2．0％ 0．224   

0．1％  

Insuranceownership higherthanmedian 45 

Insurance ownershiplowerthanmedian 44 

1．6％ 0．193   

－1．0％   

0．9％ 0．191   

－1．6％  

Secuntyownershiphigherthanmedian 23  

Secuntyownershiplowerthanmedian  66  

0．6％ 0．331   

－1．2％   

0．1％ 0．242   

－2．0％  

Corporate ownershiphigherthanmedian 44 

Corporateownershiplowerthanmedian 45  

3．1％ 0．010   

－1．9％   

2．3％ 0．010   

－2．5％  

Individualownershiphigherthanmedian 28  

hdividualownershiplowerthanmedian 61  
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CAR  P－Value  CAR  P－Value  

N （－l～1）（two－tailed）（叫3～1）（two－tailed）  

Directorshareholdingshigherthanmedian15  

Directorshareholdingslowerthanmedian 74  

0．5％ 0．451  1．7％ 0．301   

－1．3％  」）．8％  

0．5％ 0．453  1．7％ 0．302   

－1．3％  －0．8％  

CEOshareholdinghigherthanmedian 15  

CEOshareholdinglowerthanmedian  74  

ー0．6％ 0．872  」）．6％■ 0．921   

－1．1％  －28．1％  

ForelgnerShareholdinghigherthanmedian19  

ForelgnerShareholdinglowerthanmedian 70  

ー2．2％ 0．163  －1．4％ 0．235   

0．3％  0．7％  

Bankloanshigherthanmedian  45  

Bank loans lower than median 44  

ー1．6％ 0．481  －0．8％ 0．591   

－0．4％  0．1％  

MainbankloanShigherthanmedian   44  

MainbankloanSLowerthanmedian  45  

PvaluesistheslgnificanCefbrthet－teStStatisticwhetherthemeanCARareequal  
betweenthetwosubgroups．   
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CHAPTER6   

Conclusion   

錮粥輔制誠銅は鵬礪抽舶輔鵬抽融摘臨地融摘敵地姐輔適細胞輔鵬融臨融納鹿桐油如適軸ぬ価摘出嗣細漉融l如融細加商醜甜融紬心細撤幽融通融幽融通融由融由釦油滴敵組融軸一軸蝕離山翫  

Therehavebeenvarioustheoriesonwhymergersaremade，Sincemerger  

motivesarecomplex，andmultiplemotivesmayexistinanyglVendecision．Itis  

StillanunSOIvedissueastowhatexactlymotivatesmergers．Despitethedifnculties，  

itisusefu1toseewhatlightthisstudyshedonthequestion．Amongotherthings，  

this丘nalchqpterattemptstoexplainwhatmotivesmayleadcompaniestomake  

mergerdecisions，andsuggestssomeimplicationsforfurtherresearChes．  

TheefnciencytheorysaysthatmergersoccurredbecausetheylmPrOVethe  

COmbined且rmS’operations－fbr example，byintroducing superior management  

intothe merged丘rm，the realization of complementaritiesin production or  

marketing，theexploitation ofscale economyandtheeliminationofduplicative  

functions，and the enhanCement Of monopoly power by corhbining competing  

interests．Theagencyconflicttheorypointstothepotentialconflictsbetweenthe  

managerSand the shareholders，anSlng丘omthe partialmanagerialownership  

Sharesofthe缶rm．Managersmakemergerdecisionsinpursuitoftheirownbene丘ts，  

evenifshareholders’wealthis reducedin theprocess．Emplrebuilding theory  

PrOPOSeSthatmergersareinitiatedbythemanagerStOSeekthepower，PreStlge，and  

Perquisitesofcontrollingalargeorganization・HubristheorysuggeststhatmanagerS  

make acquisitions because they are too con丘dent to over－eValuate the merger  

OPPOrtunities・  

Itmustbenotedthatthisis certainlyanincompletelistofthe existlng  

theoriesexplainingthemotivesofmergers・However，undertheframeWO止ofthe  

Studiesconductedinthisstudy，theattemptismadetoexaminetheabovearguments  

bylookingatcorporatemergersinJapanandTaiwan・Noofthesestheoriescanbe   
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rqectedflatlyonthebasisoftheevidenceinthisstudy．Whatcanbesaidisal）Out  

thedegreesofplausibilityandimportanCe．  

6．1．MergerMotivesandPer払rmance  

From the empiricalstudiesin Chapter3to Chapter5，the operating  

PerfbrmanCeSOfTaiwaneSeandJapaneSe負rmSare，OnaVerage，deterioratingafter  

themergersarecorq）1eted．AIsothemerger負rmSOnlyreceivedmodestoreven  

abnormalreturnsarOundthedateofmergerannouncement．The蔦ndingscastdoubts  

Onthe叩Plicabilityofane躇．ciencytheoryofmergermotives・Butcaremustbe  

takenininftrrlngthemotivesfromtheresults．OnepossibilityisthatsynergleSare  

anticipatedfromthemergersbutnotfu11yutilized．Thebusinessenvironmentsmay  

havechangedafterthemergersaremade．Mergeトmakerstendtoexpectmorethan  

thecircumstancesprovedto support，Whichis onereasonwhyprofitabilitywas  

disappointing．  

WhatdoesnotemergeftomstudiesonJapaneSemergerSissupportfbrthe  

efnciency－through－managemenトdisplacementmergermotive．InJapaneSemergerS，  

themerged（acquired）負rm篭managementS（includingCEO）areoftenretainedin  

the combined負rm．Underthese circumstanCeSit would be hard to expect the  

amalgamating丘m to be capable of drastic corporate reformsandimprovlng  

efnciency．  

6．2．MarketReactioninRelationwithCorporateGovernanCe  

Chapter5alsolooks attheJapaneSemerglng負rmS，ownershipstruCture，  

mainbankinfluencebefbrethemergerdecisionsaremade・Giventherelatively  

Smal1management OWnerShipin the負rmS，POtentialagency connicts existin  

COrPOrateJapan・ThestudytestswhetherJapaneselargecorporateshareholdersand  

mainbanksmonitorthe負rms’mergerdecisions．Theempiricalstudy丘ndsthatthe  

market reacts mostunfavorablyto mergers made by負rms withlarge且nancial  

OWnerShip，Particular bank shareholders，SuggeSting thatlarge COrPOrate  

Shareholdersare nOt aCtivein monitoring the凸rmS．h fact，these corporate  

Shareholders are，in many cases，“Stable”shareholders，aS COmmOnlyknownin   
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Japan・Theyare Part Of the cross－Shareholding arrangementS tOinsulate the  

managementfk）mOutSidemarketpressure・Theevidenceinthis study suggests  

CrOSS－Shareholding arrangementS are mOrelikely tolead to management  

entrenchment・Besides，thereislittleevidenceinthestudythatJ叩aneSebanks  

monitorthemergerdecisionsefftctively・Thismaybebecausebankcreditorsare  

likely to behavein a manner thatis oftheir owninterests，nOt Ofthe鎖rm，s  

Shareholders，・Infact，itisfbundthatmaketreactsmostfavorablytomergersmade  

by鎖rmS Withhigherinside ownership，becausethemanagement，sinterestsare  

moretightlyalignedwiththenrm’s．  

6．3．ImplicationsfbrFurtherResearCh  

GiventheevidencethatmergersonaveragearenOtmOrePrOntable，itis  

PuZZlingthatmergersareStillincreaslnglyoccumng．Onepossibleexplanation  

SuggeStedbythisstudyisthattheagencyconflictsareneverpe血ctlyresoIved・The  

importantissue fbr management practitionersis therefbre to ngure out the  

appropriatecorporategovemanCemeChanismthatcanmitigatetheagencyconnicts．  

Theevidenceinthis study suggests thatitis bene頁cialtoalignthe managers，  

interestwiththenrm，s・InrecentyearS，mOreJapaneSeCOrPOrationsarebeglnnlng  

tointroduceincentive－enhanclng SyStemS SuCh stock options and perfbrmanCe－  

related compenSation・LegalchangeS arealso being considered to obligelarge  

COrPOrationstointroduceoutsidedirectorsintotheirboard．  

Althoughthefindingsinthisstudycastdoubtsontheworkabilityofmergers，  

theefnciencyorsynergytheoriesarenotrqjectedflatly．ItispossiblethatsynergleS  

areanticipatedfrom the mergers but notfu11y utilized due to the unexpected  

ChangeSin the business environments fbllowlng mergerS，Or the postmerger  

integrationproblems・Infact，JapaneSeCOrPOrationsareStartlngtOPayattentionto  

theintegrationissues舟omthebitterexperiencesinpreviousmergers．ForexamPle，  

itis a di挽cult task tointegrate successfu11y two負rmS With di脆rent business  

Cultures，COmPenSationandpromotionsystems，OrganizationstruCture，andthelabor  

unions・Mergersmayalsounderminetheemployees，morale・Difncultiesindealing  

Withtheseissuesmaymakeamergerfailthathaspotentialsynergy．Oneofthe   
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implications氏）rfurtherresearChistotakeintoconsiderationtheintegrationissues  

andhumanfactors．   
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Appendixl．ListoftheTaiwaneseacqulrlng鎖rmanalyzedinChapter3                                                                                               ●   ●  

The Initidl 
AnnouncementDateof  Name of the Acquiring Firm 
M＆A  

1987／04／11   

1987／10／14   

1988／01／20   

1988／05／28   

1989／11／21   

1989／12／12   

1990／03／06   

1990／07／30   

1990／08／11   

1990／08／18   

1991／07／01   

1991／07／01   

1992／02／13   

1992／02／17   

1992／02／18   

1992ノ02／29   

1992／09／12   

1992／09／22   

1992／11／27   

1992／12／12  

LITON  

NANYA  

YUENFOONGYU   

TArWANFLUORESCENT  

HOTELGARDEN  

USIFAREAST  

MICROTEK  

PICVUE  

TAIWANPNEAPPLE  

SmITEK  

CHINARUBBER  

TAIWANCEMENT  

MITAC  

EVERGREENMARmE  

MICROELECTRONICS  

UMmG  

WEICHUAN  

FIRSTHOTEL  

MERIDA  

A／D用   
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Appendix2．ListoftheJapanesemerging蔦rmsanalyzedinChapter4  

MergerCompletionYear  NameOftheAcqulnngFirm  

ASICS  

SODANI正文A  

SE攻上IINDUSTRY  

SHOWADENKO  

OJIPAPER  

MARUZENOm  

LION  

TOYOPULP  

MARUETSU  

JIDOSHABUHNKOGYO  

SEIKITOKYUKOGYO  

TOYOTAMOTOR  

SUMITOMOHEAVYINDUSTRIES  

CO－OPCHEMICAL  

KAKENPHARMACEUTICAL  

YOKOGAWAELECTRIC  

KAWASHO  

KYOCERA  

KAWASAKISTEEL  

NIPPONSTEELCHEMICAL  

TOKYOSANYOELECTRIC  

CHUETSUPULP＆PAPER  

MAMIYAOP  

NIPPEITOYAMA  

SHOWASHELLSEKIYU  

Mn－SUBISHIMOTORS   

JAPANFOUNDATIONENGINEERING  

TAITO  

TOMOKU  
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MergerCompletionYear  NameOftheAcqulnngFirm  

COSMOOm  

MINEBEA  

HONSHUPAPER  

SANYOELECTRIC  

FOSTERELECTRIC  

SEC  

TODA  

MIYAKOSHI  

TOYOSHUTTER   

MATSUSHrrAELECTRICINDUSTRIAL  

OKURA  

AUTOMOBILEFOUNDRY   

NIPPONVALQUAINDUSTRIES  

NIHONYAMAMURAGLASS  

NAVIXLmE  

KmG  

YAMATANE  

JAPANTELECOM  

SANKYU  

TOSOH  

MITSUBISHIMATERIALS  

GODOSTEEL  

TOKAICARBON  

TEIJIN  

ASAHICHEMICALINDUSTRY  

TOYOSHUTTER  

YUASATRADING  

SUMITOMOMETALINDUSTRIES  

HANSHINELECTRICRAn．WAY  

JAPANENERGY  
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MergerCompletionYear  NameoftheAcqulrlngFirm  

UNISIAJECS   

NIPPONPAPERINDUSTRⅡ三S  

DAIDOHOXAN  

SUMIKNBUSSAN  

SHOWA  

OJIPAPER  

ZEXEL  

MITSUIO．S．K．LINES  

MISAWAVAN  

AZWELL  

TAⅡ1EIYOCEMENT  

SUN－S  

MITSUBISHICHEMICAL   

SUMITOMOOSAKACEMENT  
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Appendix3．ListoftheJapanescmergingfirmsanalyzedinChapter5  

The Initial 

AnnouncementDate  
OfM＆A  

NameOftheAcqulnngFirm  

1982／1／25   

1982／4／20   

1982／4／22   

1982／4／22   

1982／9／1   

1983／1／13   

1983／3／31   

1983／7／15   

1983／9／14   

1984／5／2   

1985／5／28   

1985／5／28   

1985／8／1   

1985／10／27   

1985／12／18   

1986／5／2   

1986／7／3   

1986／8／22   

1987／5／25   

1987／5／26   

1987／8／31   

1988／5／28   

1988／11／11   

1988／12／7   

1988／12／23   

1989／11／2   

1990／1／11  

TOYOTAMOTOR  

SUMITOMOHEAVYINDUSTRIES  

CO－OPCHEMICAL  

KAK矧NPHARMACEUTICAL  
YOKOGAWAELECTRIC  

KAWASHO  

KYOCERA  

KAWASAKISTEEL  

CHUETSUPULP＆PAPER  

SHOWASHELLSEKIYU  

TArrO  

TOMOKU  

COSMOOm  

M】NEBEA  

HONSHUPAPER  

SANYOELECTRIC  

SEC  

TODA  

MIYAKOSHI  

TOYOSHUTTER   

MATSUSHrrAELECTRICINDUSTRIAL  

OKURATRADING  

NⅣPONVALQUAINDUSTRIES  
YAMAMURAGLASS  

NAVⅨLINE  

SANKYU   

MITACHI CONSTRUCTION MACHCINERY 
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The Initial 
AnnouncementDate  
OfM＆A  

NameOftheAcqulrlngFirm  

1990／3／29   

1990／4／10   

1990／7／5   

1990／8／30   

1990／8／30   

1990／10／2   

1991／1／1   

19ウ1／1／29   

1991／3／15   

1991〟／25   

1991／6／10   

1991／9／18   

1991／12／24   

1992／2／27   

1992／3／11   

1992／3／25   

1992／9／1   

1992／10／19   

1993／1／29   

1993／3／19   

1993／6／14   

1993／9／20   

1993／11／11   

1993／11／30   

1993／12／9   

1993／12／24   

1994／3／10   

1994〃／26   

1994／7／28  

TOSOH  

MITSUBISHIMATERIALS  

NISSINFOODPRODUCTS  

GODOSTEEL  

TOHOTITANIUM  

TORAYNDUSTRIES  

TOKAICARBON  

TEロIN  

NIPPONYUSEN  

ASAHICHEMICALNDUSTRY  

CALPIS  

YUASATRADING   

SUMITOMOMETALINDUSTRⅡ王S   

HANSHINELECTRICRAⅡ」WAY  

JAPANENERGY  

OSG  

DAⅡ）OHOXAN  

SHOWA  

SHNOJIPAPER  

MITSUIO．S．K．LINES  

DAⅡ三I  

TOSHIBATEC  

CHICHIBUOONODACEMENT  

TOYOINKMFG．  

SUN－S  

MITSUBISHICHEMICAL  

SUMrrOMOOSAKACEMENT  

TAIYOTOYOSANSO  

HmCHI  
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The Initial 

AnnouncementDate  
OfM＆A  

NameoftheAcqulrlngFim  

1994／11／25   

1995／3／22   

1995／4／19   

1996／3／29   

1996／5／8   

1996／10／7   

1997／2／4   

1997／2／12   

1997／2／24   

1997／3／18   

1997／7／15   

1997／7／24   

1997／10／2   

1997／11／25   

1997／12／4   

1997／12／18   

1997／12／22   

1998／1／29   

1998／2／27   

1998／3／12   

1998／5／22   

1998／7／30   

1998／9／7   

1998／10／16   

1998／10／28   

1998／10／30   

1998／10／30  

UNIDEN  

MITSUIO．S．K．LINES  

JUJIYA  

OJIPAPER  

DAIOPAPER  

MITSUICHEMICALS  

KURAYA   

JAPANPAPERBOARDNDUSTRIES  

WELFⅡ）E  

JAPANTELECOM  

TOYOTAMOTOR  

SUZUKEN  

TAmEIYOCEMENT  

KDD  

JAPANTOBACCO   

SUMITOMOMETALNDUSTRIES  

MITSUBISHIRAYON  

NIHONYAMAMURAGLASS  

Ⅱ寸ES  

KAWASHO  

RENGO  

ASATSU－DK  

TOAGOSEI  

NIPPONLIGHTMETAL  

NⅣPONMITSUBISHIOIL  
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