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Abstract

As the global markets are becoming increasingly competitive, companies
need to find a way to maintain their relevance and competitiveness. Studies
have found that companies engaging in Mergers and Acquisitions are more
likely to remain competitive. (Choi & Chang, 2020) However, current
literature focuses a lot more on other factors that motivate companies to
engage in Mergers and Acquisitions, such as Synergy benefits, Increasing
market shares, and expansions. Studies have found that there have been

several historic waves of M&A activity.

This thesis aims to expand further the understanding of how big European
companies invest in new companies. What are the longitudinal patterns
amongst the different acquisitions? What kinds of companies do they acquire
and where the target companies are located? With the help of publications
and annual reports provided by the five analyzed companies, the study found
that there are some clear trends of what kinds of companies the acquiring
firms are investing in. The regions are mostly the bigger markets and not the

markets with the highest growth potential.(Radulescu et al., 2014)

With this information, I conclude that the bigger companies are buying target
companies in markets that they know and are familiar with. Companies are
investing in companies that have a leading position in a desired market and

invests into market shares and increasing their own product offering.
Keywords:

Acquisitions, Synergy, Publicly Traded Companies, Merger and
Acquisitions, BRICS
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M&A — Merger and Acquisitions

CBMA - Cross-Border-Merger & Acquisition
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BSS — Business Support System
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Chapter 1 - Introduction

The principle of Merger and Acquisitions is an important tool for companies
to stay current and maintain their competitiveness in the ever-changing global
markets. Studies conducted by J. Choi & Chang, (2020) discloses that
companies engaging in M&A activities are deemed to have a higher level of

competitiveness.

The phenomena of M&A are two different activities combined into one
principle. The principle of M&A is where two different companies are
combined, either in terms of creating a new organization or even keeping

everything as is.

Mergers, where two organizations come together and creates a new
organization, Sony and Ericsson Merged and created Sony Ericsson is one

commonly known merger.

Company A Company B
New

Organization

The figure describes the principle of a Merger, where the two involved

companies combine and form a new entity.

Acquisition, where the acquiring firm outright buys the target company and
its assets for a set price. The acquiring firm then has the right to use and utilize
the target company’s knowledge and expertise as well as their products,

customers and distribution channels.



Acquiring

company

Target

company

The figure describes the principle of an acquisition, where the target company

becomes a sub-company to the acquiring company.

The activity of mergers is less common and traditionally companies more
often opt for acquiring another instead of having to share. Further reasons
could be to eliminate the risk of having issues with integration of the two

companies to a new organization.(Marks, 1997)

When it comes to M&A there is misconception of why companies actually
want to engage in the activity, regardless of motive. Studies conducted by
Trautwein, (1990) have shown that managers engage in M&A in order to
expand their own empires rather than improve the organization for the

shareholders’ benefits.

Further reasoning how come companies engage in M&A activities ranges
from eliminating competitors, increasing market shares, and even boosting
their own performance through technology spillover.(Anagnostopoulos &

Rizeq, 2019; Chen et al., 2011)

In order to increase the acquiring organization’s own performance companies
could expand into new markets, with lower salaries, lower production costs
and even markets with high growth potential. The BRICS countries,
consisting of Brazil, Russia, India, China and South Africa is a group of
countries that are deemed to be the next big growth markets in the world.
(Radulescu et al., 2014) Trends has shown that the entire principle of M&A
i1s  becoming increasingly popular, especially by  European

companies(Moschieri & Campa, 2014)



Publicly traded companies often provide information about what actions they
perform as a way of giving back to the shareholders, this information
discloses in many cases what kinds of acquisitions companies engage in and

why.

However, since every company is unique, has different conditions and most
importantly has different strategies. The type of acquisition companies
engages in changes, purely speculative acquisitions, market power or even

acquiring control over resources.(Ali-Yrkko & Jyrki, 2002)

Current literature focuses on the outcome of M&A activities, often leaving
out possible other upsides of the activity such as increased market shares,

integration of supply chain and knowledge and IP.

This thesis takes a deeper look into the acquisitions done by five, publicly-
traded, European organizations and analyzes the possible motives and
reasoning behind the different acquisitions. The analyzed acquisitions have

been conducted during the time span of 2005-2022.

Historically there has been several trends when it comes to M&A activities,

several of them has been associated with a mayor event in the world history.

When looking back in time, there has been several studies conducted on the
different waves of M&A activities. The findings in Harford, (2005) shows us
that there often is a correlation between bigger changes in any market and

bigger waves of M&A activity.

Some of the distinctions that could be made from previous research conducted
by Kim et al., (2019) is that several trends in the waves of M&A activity, the
waves and stock prices are connected. With a higher stock price there is a
lower frequency of M&A activities. The macroeconomic factors happen

within one year within the M&A wave.

With this in mind, the fact that companies are still engaging in M&A
activities, with the global having the highest drop in the first quarter of 2022
since the late 1930°s (Krauskopf, 2022) . Has this influenced where and why

companies acquire other companies?
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Background:

Every company that considers engaging in an M&A activity must be able to
answer one simple question, why do we want to buy this company Possible
answers to these questions might be anything from, wanting to expand into a
new market, to achieve our strategic goals, do want their talent. By actively,
looking for companies that provides the answer for each of the preset
questions the acquiring firm has the ability to find the “right” company
(McKinsey, 2022)

The reason behind why companies are willing to engage in an M&A activity
could be anything from wanting to enter a new market, increase their market
share or even eliminate competition either in an either early or later stage. The
term Synergy is a widely used term like value. With an increased synergy as
the wanted outcome of M&A activities the target company wants the net
worth, synergy increase, of a deal to be bigger than the two entities separately.
How the value is defined is different from case to case. Ranging from
increased marketing impact, cost savings, resource sharing or even
technology transfer (Campbell et al., 2016; Garzella & Fiorentino, 2014;
Weber & Dholakia, 2000)

There have historically been several waves of M&A activities, studies have
found waves back to 1960’s in certain areas. With waves of M&A in the
electricity industry back in 1960’s to 1990’s with larger waves in both
banking and Media.(Kim et al., 2019) Since the 1990’s the number of
acquisitions has increased, in a study conducted by, Xu, (2017) there is an
increase in cross-border M&A activities based on the principle of learning
from peers in the same industry. Causing the entire industry to engage in more

and more M&A activities in the same regions.

Studies have shown that many of the M&A activates initiated ends up in a
failure. There are several factors that could make a M&A activity fail,
incorrect valuation, managerial incapability or even cultural differences. The
same goes for finding reasons why even M&A activities succeed in both long
and short term. Studies that have been conducted on the area and they all
come to different conclusions on why M&A activities fail or succeed.

However, there are some similarities amongst them. Type of financing of the

11



deal, fit of parties, employee willingness, Planning, speed of integration, Due
diligence and so forth.(Garzella & Fiorentino, 2014; Marks & Mirvis, 2011;
Melkonian et al., 2011; Renneboog & Vansteenkiste, 2019; Teerikangas,
2012; Zhang et al., 2011)

Problem Formulation:

RQ1: Where does European companies engage in M&A?
RQ2: Why does European companies engage in M&A

With the ever-changing environment of the global economic market, with
trends changing faster than the companies has the ability to adapt to
organically. More and more companies opt to engage in M&A activity, in
order to grow, expand and increase profitability. The literature on the subject
is extensive and covers several decades. (Moschieri & Campa, 2014). With a

lot of data collected on how companies could engage into the activity.

The climate of the world’s market is ever changing, with constant focus shift
in the markets from the consumers. Companies might struggle to keep up with
the changes through their own R&D department. One common solution to
this problem is the process of M&A. The principle builds on an acquisition
of a target company that has either a certain set of skills, knowledge,

intellectual properties or even market-shares in a particular market.

Research question:

RQI1: Where does European companies engage in M&A?

RQ2: Why does European companies engage in M&A

Thesis Layout
Chapter 1: In the first chapter the problem and research questions are

described as the thesis is discussing.

Chapter 2: The chapter describes what the current research has to say about
the principle of Merger and Acquisitions with a focus on what the learnings

about a positive outcome of an activity could be.

12



Chapter 3: The process of how the thesis is conducted and how the
methodology behind the thesis looks like. This chapter also includes what

challenges, struggles and limitations are present in the thesis.

Chapter 4: This chapter provides the data that the thesis has collected about

the different acquisitions.

Chapter 5: The findings are discussed and summarized in order to provide a
more understandable illustration of how the market is using the activity of

Merger and Acquisitions.

Chapter 6: The chapter concludes what the thesis has discussed and its
findings, with further thoughts about the findings and what it provides.

Furthermore, the chapter also gives some suggestions for future research.

13



Chapter 2 - Theoretical Framework

The current literature has tried to identify several factors that is associated
with the principle of Merger and Acquisition. In the following section, a
selection of some of the factors associated with Merger and Acquisition is

highlighted.

2.1 Synergy:

Synergy can be described as the outcome of the entire M&A process. The
outcome is often a higher competitiveness and a higher valuation of company

“a” and company “b” together as company “c” compared to company “a” and

“b” separately.

Studies has shown that many M&A activities are engaged, sole on the
anticipated synergy that would be created. However, there is also a correlation
between M&A activity and a lowered ROA. There are other factors that create
a higher synergy for the outcome of an M&A. Ranging from human capital
and other competences, especially when it comes to smaller enterprises that

get acquired (Borodin et al., 2020)

Furthermore, Synergy has been described as the economic gain by the two

entities joining forces (Irfan, 2011)
2.2 BRICS:

The BRICS countries is a group of countries that is according to a study
conducted by Goldman Sachs in 2001 to have a substantial growing power in
the near future. With their combined purchasing power bigger than both the
US and the European Union. All of the countries have a high rate of growth
in terms of their GDP. As a group, the BRICS countries made up around 18%
of the world economy in 2010. (Pant, 2013)

The BRICS group consists of, Brazil, Russia, India, China and South Africa.

Historically the emerging markets has played an important role in the
economic recovery of the world. the emerging markets have to catch up to the
big world economic leaders. The Principle of BRICS is term used to gather

the five big emerging markets. (Thakur, 2014)
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Table 1Table over the BRICS Countries

Brazil
Russia

India

China

South Africa

The BRICS countries has historically been highly involved in direct
investments. With China being the second most direct-invested country in the

world back in 2009. (Radulescu et al., 2014)

2.3 Human Development Index:

The Human Development Index (HDI) is a comparative index that takes life
expectancy, health, knowledge levels and living standards into consideration.
The HDI is used to provide an insight, when comparing countries about the

human development. (Ranis et al., 2006)

The higher the number of the in index means that there is a higher level of

standard according to the index.

Figure 1 Visual representation of the HDI scale (PopulationData, 2020)
Explanation of the different colors:
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Table 2Table of scale for HDI

Very High Over 0.800

High 0.700-0.799
0.550-0.699
Below 0.549

The darker the color of the country on the map above the higher the index is,

meaning higher level of development in the country.

2.4 The phenomena of M&A:

The entire process of M&A is a very complex and wide area that has engaged
a lot of researchers over the years. Reasons behind M&A could range from
wanting to enter a new market, create a local connection with a certain area

or as simple as eliminating a competitor.

One thing that could be said that is crucial when analyzing the history of
M&A is that there are clear cycles when it comes to the activity. These cycles
often originate in a crisis and ends in other crises emerging. Reasons behind
the fact that M&A activity is increased as a result of a crisis could be anything
from new economic reasons, such as a company struggles and is valued lower,
or even that the entire consumer market has shifted and a new kind of

technology is more attractive than prior to the crisis (Borodin et al., 2020)
2.5 Financing

The outcome of an M&A might depend on what type of financing the entire
deal. There are three main modes of financing a M&A deal, cash where the

acquiring company pays the shareholders of the acquired company.

Stock Financing
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where the acquiring firm pays the shareholders of the acquired company with
shares of the acquiring firm. These shares often come with some kind of
limitation. There have been studies conducted that illustrates that companies
that encourages deal based on cash, equity of the acquiring company, could

be over evaluated (Renneboog & Vansteenkiste, 2019)
Mixed

Studies conducted by Borodin et al (2020) shows that there often is a higher
Return on Sales when the deal is only paid in cash. Contrary to this statement
is the finding in Renneboog & Vansteenkiste (2019) that states that deals
conducted with a mix of equity and shares have a lower economic

performance.

When the acquiring firm is a big, multinational, publicly traded company the
shareholders often receive a negative return on the activity of M&A. When
analyzing in the longer period (2-3 years) the shareholders often receive a
negative share value. Reasons behind this are anything from an overvalued
synergy increase. Based on a bias from the valuator on the behavior of the
deal and company, price pressure and even friction between the two
companies that affect the overall performance of the company (Renneboog &

Vansteenkiste, 2019)
Cash

The transaction is paid for by the acquiring company with the help of debt
free cash from within the company. The profit from the everyday workflow

is used to pay the target company’s share owners.

2.6 Types of Acquisitions:

There are three main kinds of acquisitions that occur on the market today,
Hostile takeovers, friendly takeovers and public takeovers. The common
theme amongst all of the different kinds of deals is that the acquirer needs to
convince the shareholders of the target company that their offering is worth
their while, meaning that they will be paid for their vote in order for the deal

to go forward.

Hostile Takeover:

17



Hostile takeovers are when company “A” creates an offer on company “B” to
the shareholders of company “B”. The price per share is in many cases higher
than current price, company “A” pays a premier towards shareholders “B”.
This premier is often the motivation that shareholder need in order to take a
deal. Company “A” might even start to get ahold of shares via the public

market to increase their stake in company “B” (Irfan, 2011)

The Hostile Takeover does often ignore the board of company “B” and this
includes some implication. The board often has to make a decision to either
pursue the shareholder’s best interest or the company’s best. Meaning that
either they have to communicate to the shareholders that the offer from
company “A” is a good one and they should take it. The other option is to put
a strategy into place to make the offer from company “A” to either seem
worse that the offer the company “B” can offer their shareholders. The offer
from company “B” could range from a “buy-back” of company share or even
an offering to obtain more shares at a lower price than the market price. These
strategies only enable the board of company “B” to stall the offer from
company “A”, it provides no real defense against future takeover bids (Irfan,

2011)
Friendly Takeover:

Friendly takeovers are more, as the name states, friendly. It all starts with a
meeting between company “A”, the acquirer, and company “B”, the target,
and company “B’s” board will negotiate and approve a bid buy Company “A”
and present it towards the shareholders who will vote on what will

happened.(Corporate Finance Institute, 2019)

2.7 Categorization:

The data found with the help of analyzing the different companies' annual
reports, PM’s and website help gather information about their acquisitions
done during the set timespan. The formulations associated with the
publications of the different acquisitions, either as a separate press release
from the company, or in the form of written text embedded deep inside the
annual report was used a foundation of categorizing the reason behind any

acquisition.
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The acquisitions have been sorted into five main categories

Table 3Table over the different categories

Knowledge & IP

Market

Product Offering

Supply Chain Integration
Technology

Knowledge & IP:

When companies are stating anything that has to do with increasing their
capabilities. It could be anything from gaining intellectual properties, certain
expertise about specific issues or even improving their products. Improving
the company’s own knowledge about issues such as manufacturing, R&D and
even customers is one way to improve their value for the end customers.
Another important factor to knowledge it the Intellectual Properties that a
certain target company might have. An acquisition might be the only way to
get ahold of the IP. IP that in other cases would take years for the acquiring

firm to create themselves or having to pay for it.
Market:

With the markets of the world being both hostile and volatile, rapid shifts in
what the customers wants, needs and likes. Companies needs to constantly
stay current and keeping close track of what parts of the organization that
could be improved. Expanding into new markets gives the acquiring company
the opportunity to both obtain new customers and new markets at the same
time. With increasing in a new market through acquisition is a faster way of

establishing a name for themselves.
Supply Chain integration:

Companies want to have a greater control over their own supply chain, to
have a better understanding over what happens where, where in the chain the

most potential value could be added. Or even for the simple reason that they
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want to make sure that their own supply of products and or materials is

constant.

Acquisitions could be done in any step of their own supply chain, regarding
on what they wanted outcome should be. Companies that have a limited
manufacturing capacity could acquire a competitor with a similar product in

order to meet their own demand quickly.

Acquiring a service provider for the end product enables companies to further
have control over their own products. But also capture value, after the
business transaction is done. With having the ability to maintain the products
the acquiring firm has the ability to further expand its knowledge about their
products and utilize the knowledge for their R&D department.

Technology:

In cases where the entire market is very dominated by patents and a lot of
R&D findings makes it hard for any company to release a product without
patent infringing. Acquisition is one of the solutions to the problem, when an
acquiring organization acquires a target firm all of the intellectual properties
that used to be owned by the target company is now obtained by the acquiring
firm. It provides the acquiring firm with the possibility to expand into new

markets, develop new products and even improve their margins.

Other reasons are that companies that need a heavy R&D portfolio in order
to stay current and are running out of projects could by competitors that have
a backlog of R&D project, supplying the acquiring organization with a lot of

work for the future.

In cases where companies feel that they are lacking behind with their
knowledge and R&D efforts, could be in high paced markets, such as in high-
tech one solution for “catching up” to competitors is acquiring a company that
already persists that knowledge. The knowledge and products could be

integrated into the acquiring firms' products rapidly and boost its abilities.

2.8 Acquisition attitude:

When it comes to acquisitions the management of the companies needs to

have a relevant attitude for it to become successful. Ranging from friendly
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negotiation and meeting certain legal requirements, making both parties
satisfied. On the contrary from the hostile takeovers that could happened
through hostile bids placed on the entire company, either through the open
market (if publicly traded) or directly to the shareholders (Muehlfeld et al.,
2007)

Overconfidence is another factor that can risk the outcome of an M&A
activity by ignoring the knowledge of others and doing what they think is
right. Basing many decisions on incompetence. This overconfidence could be
a result of the acquired firm’s first owner getting a financing for the venture
easy. Leading the leader to believe that the venture is worth more than the
acquiring firm does. Or even making the wrong decisions leading to the
survivability of the acquired firm is damaged. However, the overconfidence
is not only a downside when it comes to the acquired firm, quite the opposite.
It could even be the reason why the acquiring firm is interested in the venture
altogether. Ranging from a history of impressive founding, deals or even
contracts. The overconfidence is even something that could be a resource for
the acquiring firm. With overconfidence often comes failures. These failures
are valuable for any company since it is a fundamental part of the value of a
company. Knowing what works and doesn’t in the company is crucial for the

longevity of the acquired firm.(Muehlfeld et al., 2007)

2.9 Cross-border Merger & Acquisitions

Cultural & human differences:

As mentioned before in this thesis, there is often a feeling of uncertainty
amongst the employees of an M&A of any sort, regardless of the M&A is
Cross-border or not. However, with CBMA there is often a lot of cultural
differences that could become issues further down the line. Ranging from
anything from different cultural holidays, certain traditions etc. (Colombo et

al., 2007)

2.10 Employee Retention:

With employees and human assets being one of the most valued posts in an

M&A. Keeping the employees at a PMI stage is therefore crucial for the
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success of the M&A in the long term. Studies have shown that in some cases
the employees of start-ups in M&A activities take no chances and often leave

the company after an M&A activity (Marks, 1997)

One important factor, regardless of what countries the different companies
originate from, keeping the employees up to date on what is happening is

crucial to keeping their spirits high and wanting to stay (Zhang et al., 2015)

Keeping employees is important for the entire outcome of the M&A since the
human capital is one of the factors that is assessed in the Pre-merger planning.
Human capital could be anything from motivation to a certain competence

(Zhang et al., 2015)
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Chapter 3 - Methodology:

3.1 Research Design

This thesis has the objective of further exploring why and where companies
engage in M&A activities. The findings in the thesis should only be
considered as a snapshot of why and where they invest. In order to find out

the where and why this thesis has created a research design as following.
Company Selection:

Finding the companies to do the analysis on.

Data Collection:

Collecting of the data that this thesis will use as a base for the analysis.
Category:

The category of the transaction will provide an answer of the why the
company has acquired the target company.

Country:

With the help of showing the countries where the target companies are located

to provide the answer of where.

3.2 Research Objective

With the help of qualitative research this thesis will gather data mainly
through the respective company’s own websites. The use of both publications
done by the companies and the annual reports for each of the year in order to
gather as much data about the respective acquisition. Data such as location,

reasoning and time will be the main objectives.

With the help of quantitative research this thesis will gather data through a
saturated literature analysis to gather an insight towards what the field has
gathered. With the help of the literature search a systematic analysis of the
occurrence of keywords is the abstract in order to gather enough information

about the publication to further analyze it in a later part of the thesis.

This thesis will use a qualitative research approach, the aim of this paper is to

create a snapshot of what is happening right now. According to Golafshani,
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(2003) the qualitative research method is best suited if the aim is to create an
insight into what is happening right now. Whereas a quantitative method is
best suited if the aim would be to create a statistically based

information.(Golafshani, 2003)

3.3 Multiple-Case study:

Even though multiple-case study is deemed to one of the more difficult ways
of conducting research, the method is still the best fit for this thesis. Being
explorative in terms of investigating different reasons and locations. Further
motives for conducting a multiple-case study are since the aim of the thesis is

not to test a predetermined theory.(Yin, 2008)

3.4 Case selection:

When deciding on what the different companies this thesis is to analyze there
where some set factors. Firstly, the company has to have conducted M&A
transactions within the timeframe 2005-2022. The time frame of 2005-2022
was decided through the limited amount of available information on the
different websites. Secondly, the company have to be publicly traded in order

to have free access to the annual reports and publications from the company.

A google search was conducted in order to find companies engaging in M&A
activities. The result illustrated several companies, and five companies was
chosen at random. To further strengthen the generalizability of the

thesis.(Bryman & Bell, 2011)
The different companies:
Ericsson:

Founded back in the late 1800°s, Lars Magnus Ericsson saw the need of
communication. Since then, Ericsson have shifted to a R&D heavy company
with over 60,000 patents. Working in areas such as Network, managed
services, emerging business and digital Services. Calling themselves as one
of the leading providers of Information and Communication Technology.
Having focus on providing solutions that eases staying connective. (Ericsson,
nd)
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For further information about Ericsson, see Appendix I
Siemens:

Founded back in 1847 by Werner von Siemens with a pointer telegraph, an
improvement to the electric telegraph. (Siemens, n d) In the mists of the first
world war the company had to restructure and refocus towards mass
production and streamline them. Fast forward to the year of 1989, Siemens
has become very wide spread of businesses causing inefficiencies and a
restructuring started.(Siemens, n d) The restructuring led to the
implementation of the Ten-Point program, buy corporate, sell or close. The
principle has led Siemens to only engage in companies where Siemens are

first or second.(Siemens n d)
For further information about Siemens, see Appendix II
ASSA ABLOY:

ASSA ABLOY is an access solution provider originated in Sweden 1999,
currently working in over 70 countries with a workforce of over 50,000.
ASSA ABLOY has a high level of involvement with their
shareholders.(ASSA ABLOY, n d)

AstraZeneca:

AstraZeneca is a global and innovation driven bio MedTech company, with a
high focus on R&D and marketing. With 76100 employees worldwide
working on anything from improving treatments to research. Research such

as Cancer, Cardiovascular metabolic and kidney diseases. (AstraZeneca, n d)
Kingspan:

Founded back in 1965 as a small engineering business by Eugene Murtagh
manufacturing agricultural equipment. With the first acquisition done back in
1973 the company has kept on acquiring. During the period of 1973 to 1989
Kingspan expanded their business to manufacturing insulating boards and
other insulation solutions. Fast-forward to the 21% century Kingspan started
to expand into new markets. With acquisitions of both manufacturing sites in

both the US and Brazil. (Kingspan, n d)
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3.5 Data Collection:

The data collection was collected from two different sources, the respective
company’s website in and the search term “Acquisition”. Several hits was in
many cases included talent acquisition that has purposely been left out of this

thesis.

Secondly, further information was collected from the annual reports within
the set time frame for each of the case companies. The annual reports includes
further information about activities that the company has engaged in during
the year. A total of 85 annual reports has been analyzed and information

collected from.

The data collected has been interpreted by the author and might not be
interpreted the same by others trying to replicate the findings.

3.5.1 Spreadsheet:
The collected information was then added into a combined data spreadsheet,
where all the data was structured and categorized to make it easier to manage

and understand the data.

3.5.2 Annual Report:
The annual reports provided available on the respective company’s website
contains information about what the company has done throughout the

financial year, such as new acquisitions and similar things.

3.6 Formulations:

The different formulations by companies are used to categorize the various
transactions. The formulation gives a short description of both the target
company and the acquiring firm’s motivation and reasoning. However, the

information provided by the companies themselves is to be considered biased.

3.7 Conducting the analyze.

In order to find the different acquisition a combination of analyzing the annual
reports in order to find out what companies the respective companies have
acquired. Every transaction of the company is then imported to a excel table

for ease of analyzing. Further information gathered about the acquisition is:
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Table 4Discription of the different aspects the data was about

COO Target Company To provide a  geographical
understanding of where in the world
the acquiring firm is investing

Description A short description of the target
company

Acquiring company formulation How the acquiring company

of acquisition motives/formulates the acquisition

Category What kind of acquisition according

to a set framework

Transaction date When in time the transaction was
conducted
Notes If any other relevant information

was provided such as terms or cost

Link A link to the publication

With the help of the table above, a clearer picture is shown of where the
acquisitions are located, when it was conducted, what kind of acquisition, any

formulations by the company and even the name of the target company.

3.7.1 Struggles:

Finding relevant information about certain target companies is therefore hard
to find. Acquiring organization does not provide any information about size
of the transaction in many cases. This is a barrier in analyzing what kind of
firms that are acquired, as the information provided about the acquired firms
is often limited. In several cases the information about the target company has
been removed. The websites of the target companies direct to the acquiring

organizations website.

In other cases, the information about the different acquisitions is spread out
through several annual reports from the acquiring firm. Increasing the

difficulty of finding relevant information about certain acquisition. There are
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even times where the acquiring firm only provides information that there has
been an acquisition conducted without either information about target
company name, size, turnover or even in what country the target company is

located.

Given the information that is available and provided by the different
companies, this thesis focuses on two main aspects: where and why. The why-
question has been answered by means of analyzing the information provided

by the acquiring firm about its motives.

3.8 Categorized:

The different formulations provided by the companies have been categorized

according to the different categories provided prior in the thesis.

Table 5 The different categories

Knowledge & IP

Market

Product Offering

Supply Chain Integration

Technology
The table shows the different categories of the formulations provided by the
various companies. The other categories will help to show what kind of

acquisition it is.

3.9 Trustworthiness:

To increase the trustworthiness of the thesis, the author has decided to mainly
collect data from the respective company’s own website. Other information
gathered could have been interpreted in another manner than the one the

author would have.

3.9.1 Reliability:

The reliability in this qualitative is managed through using publicly available
data provided by the different companies own websites. Bryman & Bell,
(2011) states that in order in order for a measurement to remain reliable it

should not fluctuate. With this statement the argument of using publicly
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available data is backed. The reliability is further backed by providing a
framework for how the public data should be interpreted.(Bryman & Bell,
2011)

3.9.2 Generalizability:

The rigidity of a thesis could be represented through generalizability,
meaning how could the findings in the thesis be implemented in another study
and still get the same result. However, according to the findings in Bryman
& Bell, (2011) one key issue with relying on publicly available data is the

possibility of information being removed from the websites.

3.9.3 Validity:

There are several aspects included within the term of validity, being
measurement validity, internal validity or even ecological validity. One way
to increase the external validity of a text is using random sampling it enables

the representativeness of the findings to be higher.(Bryman & Bell, 2011)
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Chapter 4 — Data

In this chapter the findings of the different companies are presented one by

one as well as a whole.
The data will be presented in the same way in the following order:

e Information about the countries of the target companies
e How the acquisitions have been categorized according to the set

framework.

ASSA ABLOY:

Table 6 List of target companies countries

Country Number of times
AU 5
BG 1
BL 1
BR 2
CA 7
CH 12
CHI 1
co 1
CR 1
DK 1
ES 1
Fl 2
FR 4
GB 1
GE 1
HOL 1
HU 1
IN 2
IR 1
IRE 5
IT 4
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KOR 1

Latin America 1
MX 2
NL 3
Nz 2
PL 4
PR 1
PT 1
SAFR 2
SE 8
SKR 4
Sw 3
UK 8
us 44
VN 1

The table above shows us the geographical representation of where the
different target companies are located. The acquisitions have mainly been in

the United States and China.

Table 7 List of division of categories

Category Number of times ‘
Knowledge & IP 4

Market 64

Product Offering 39

Supply Chain Integration 6

Technology 2

The most common formulation strategy for ASSA ABLOY was market. The

second most commons formulation category being product offering.

AstraZeneca:

Table 8 List of the countries AstraZeneca has acquired target companies

Country Number of times

US 4
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NL 1

JP 1
GE 1
UK 2

The geographical location of the target companies that AstraZeneca has

invested in.

Table 9 List of division of categories

Category Number of times

Market 2

Product offering 1

R&D 2

Technology 4

The most common reason Category of the acquisitions AstraZeneca is
Technology.

Ericsson:

Table 10 List of the countries Ericsson has acquired target companies

Country Number of times
CA
CH
ES
FR
GE
IT

_— NN =N A

Latin America 1
NO 5
PL 1
SE 2
SKR 1
SP 1
TR 1
UK 2
US 1



Ericsson has invested in 16 different countries, with the US being the most

common country.

Table 11 List of division of categories

m
Knowledge & IP 9

Market 21

Product offering 20

Supply Chain Integration 1

Technology 1

The most common category for the acquisitions that Ericsson conducted was

Market with 21 acquisitions, closely followed by Market with 20 acquisitions.

Kingspan:

Table 12 List of the countries Kingspan has acquired target companies

Country Number of times ‘
AUS 3
BG 1
BR 2
CA 5
GE 5
DK 2
DUBAI 2
FI 2
FR 3
IR 2
IRE 1
NL 1
NZ 1
PL 1
SP 1
TR 1
UK 6
URG 1
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US 12

Kingspan has invested heavily in the North American market.

Table 13 List of division of categories

Category Number of times ‘
Knowledge & IP 1

Market 26

Supply Chain Integration 13

Product Offering 3

Technology 2

The Main reasoning behind the acquisitions has been market and Supply

Chain Integration

Siemens:

Table 14List of the countries Siemens has acquired target companies

Country Number of times ‘
AU 1
CA 1
FR 1
GE 5
IN 2
NL 4
SAFR 1
SE 1
Sp 1
UK 1
US 11

Siemens has mostly invested into the North American market

Table 15 List of division of categories

Category Number of times

Knowledge & IP 4
Market 11
Product offering 17

Increasing their product offering being the most common category.
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BRICS:

Table 16 List of the different BRICS related acquisitions

Company/Country Brazil Russia India China South

Africa
ASSAABLOY 2 0 2 12 2 18
AstraZeneca 0 0 0 0 0 0
Ericsson 0 0 0 2 0 2
Kingspan 2 0 0 0 0 2
Siemens 0 0 2 0 1 3
Total 4 0 4 14 3 25

The table shows the investments done into the BRICS countries. ASSA

ABLOY being the company with the most acquisitions done in the region.

Plotted Acquisitions:

T

Presented above is the division of the different acquisition on the HDI map.

For a bigger map, please see Appendix III

Chapter five — Analysis
The data presented shows us several things.

With investments done has shown that the companies have mostly invested

in the Europe (116) . Followed by the North America (101).
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The most common formulation category used was market (124) followed by

Product offering (40).
5.1 Company for company:

ASSA ABLOY:
ASSA ABLOY has conducted the most acquisitions of the analyzed
companies. They also have the highest level of geographical spread of target

companies, with an impressive 36 different countries.

The common theme amongst the target companies is supply chain integration,
with acquisitions throughout their entire supply chain. With acquisitions of

both manufacturing sites and distribution centers.

There has been a lot of acquisitions done in the US Markets, something that
is shown in the categorizations. 64 acquisitions have been done in the market

segment.

AstraZeneca:

AstraZeneca stands out from the other companies in terms of why they ve
acquired certain target companies. They ve conducted M&A in order to get
ahold of R&D project backlogs. Further reasons have been in order to get
ahold of knowledge and Intellectual properties.

Ericsson:

Ericsson has had a shift in what kinds of target companies they've acquired
throughout the time-frame. During the early 2000’s the main kinds of target
companies were IPTV and media related companies. Increasing their product
offering within the media delivery services. Investments done into companies

such as Mobeon in Sweden and Tandberg Television in Norway.

However, the focus on only acquiring IPTV and media companies only lasted
a few years. With a shift towards the next generation of broadband access and
GSM and LTE area. With acquisitions done in manufacturing sites and

systems integration.

Since 2012 Ericsson has again shifted focus towards having a higher focus on

Operation Support Systems (OSS) and Business Support Systems (BSS).
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Since Ericsson has a clear strategy of acquiring target companies that can

improve their product offering for their customers.

Ericsson has done several investments into the North American market in
order to further improve their product offering to their customers. Companies
that are active in their own markets and would be beneficial for Ericsson’s
current customers. In line with acquiring organizations that increases and
improves their product offering for their customers is their acquisition of
assets from some target companies. Even going as far as acquiring companies

purely in order to get ahold of certain, high-stakes customers.

Kingspan:

Kingspan utilizes acquisitions as a way of investing into new ventures. With
a strategy stated as “In line with our strategy of globalization and penetration,
the Kingspan Group is rapidly extending its geographic footprint into
emerging economies and growth sectors such as urbanization and renovation”

(Kingspan, nd)

Some examples of acquisitions that Kingspan has conducted is Euro Clad and
SPU oy, these two companies are their first acquisitions in the respective

market.

One important aspect that Kingspan has made clear through their
communication is their focus on sustainability. With acquisitions done of
companies working within a more sustainable focus, such as solar heating,

district heating and rainwater management.

Kingspan has done most of their acquisitions in the North American and
European market. In the North American markets, they've acquired target
companies that will help them increase their market presence. With
acquisition done into manufacturing sites, supply chain companies and even

competitors.

Siemens:
Siemens is the company with the highest level of spread between the target
companies, this could be connected back to their strategy of only acquiring

firms that will help them reach market leadership. However, with Siemens
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there has been a shift in what kinds of acquisitions that has been conducted.
The formulation category has shifted from acquiring target firms that could
increase their market shares during the time period of 2005-2015. Whereas
the later years, 2015-2022 the acquisitions have been more towards acquiring

firms that has the ability to increase their product offering.

5.2 BRICS:

The BRICS countries are according to the definition deemed to be some of
the markets with a great potential of growth. However there has only been 25

acquisitions into the areas, with 14 of them into China alone.

As seen in table 16 there has been no investments done into Russia. When it
comes to China, the only companies that has invested into the area is ASSA
ABLOY and Ericsson. Both with reasoning of maintaining or increasing their

current market share.

One important thing that table 16 AstraZeneca is the only company that have

not invested into the area.

Kingspan has only invested into Brazil, with their current strategy of

expanding into emerging markets makes the investments questionable.

5.3 Cross-border M&A:

Table 17 List of Cross-border M&A

ASSA ABLOY Sweden 8
AstraZeneca Sweden/GB 2
Ericsson Sweden 2
Kingspan IRE 1
Siemens GE 5

The acquisitions done in the respective company’s home country has been
relatively low. With only a few numbers of total acquisitions has been in their

own countries.
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According to the findings in Xu, (2017) the similarities in countries invested
in has do to with peer learning. Based on what others in the same industry has
done, others will do the same. The findings in this thesis falls in line with the
findings. The high-level acquisitions in North America and Europe has to do

with this fact.

5.4 HDI:

What does the countries behind the acquisitions tell us? With the help of the
Human Development Index, we can see that most of the acquisitions are done
in countries with a high HDI Level, of over 0.800. However, there are several
acquisitions done into areas with a level of 0.700-0.799. This means that the
acquiring companies wants to expand further into the markets with a higher

level of standards.
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Chapter six — Discussion and conclusion:

In this chapter the findings and analyses are discussed, and the implications

are brought up.

6.1 Where does the companies engage in M&A?

BRICS:

According to the definition of BRICS, the markets are deemed to have a high
growth potential and are therefore more attractive for investments. However,
the findings in this thesis does not back up those statements. Out of the 250+
acquisitions analyzed, only 25 out of these acquisitions where done in the

regions. With 14 out of these being in China alone.

Europe:

There were several acquisitions done in Europe, out of the 250+ acquisitions
analyzed, 106 of them were conducted in Europe. When analyzing the
respective company’s country there is not a lot of acquisitions. According to
the theory of Cross Border Merger and Acquisitions the acquisitions in other
countries than their own country is harder in terms of integration and cultural
differences.(Colombo et al., 2007) This is something that the findings in the
thesis does not agree with. If that would be the case, more of the acquiring

companies would have invested into their own countries instead.

6.2 Why does the companies engage in M&A?

The literature says that companies often engage in M&A activities as a way
to increase their own valuation. This principle is called Synergy and includes

both the acquiring organization as well the target company.(Irfan, 2011)

This thesis has found that there are two main reasons why companies invest
in target companies, Market and product offering. The two principle goes into
and other, since they target new costumers. Providing that the acquiring
companies sees that the target company has something of value, ie market

share and or specific customer they want to engage in M&A activity.

The second reasoning of product offering is based on increasing value for

their customers. ASSA ABLOY and Ericsson are two companies that are
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good examples of this. Both acquired target companies in the pure intent of

getting a better product portfolio to increase their competitiveness.

However, the finding is this thesis shows something else, the main reason
why companies engage in M&A activities, according to the set framework, is
due to market. Wanting to capture even higher market-shares and further

develop their market presence.

According to the HDI index the countries mostly invested in are well
established countries, with a high level of human wellbeing. With heavy

investments done in countries such as USA, Canada and entire Europe.

Further reasons why companies engage in M&A activities are to increase

their market presence in certain markets.

6.3 Speculations:

The different companies want to increase their own market presence in certain
markets, mostly the North American and European market. This could imply
that there is where the competition might be higher resulting in a higher

potential reward if the market share could be increased.

When analyzing the BRICS countries, one important thing that could be
deciding when expanding into new markets is the fact that the analyzed
companies are publicly-traded. With share-holders having a higher demand
of short-term returns. Investing into the BRICS countries could imply that the
market will be an important market, in the future. With the pressure of having
short term returns there is no room for the different companies to invest into

markets that does not provide immediate returns.

To summarize, this thesis has found that companies are investing in new
markets through acquisitions. Mostly in Canada, United States and Europe as
a whole. The reasoning why companies engage in the process is to increase

market presence, market shares and even customer spread.

6.4 Practical Implications:

This thesis should only be used as a guide when it comes to the activity of

M&A. The managers should see the findings in this thesis as an answer to the

RQ, Where are they investing and Why are they investing. The activity of
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Merger and Acquisitions often is used by companies that want to increase
their geographical spread. Further implications are that this thesis only
focuses on large multi-national, publicly traded companies and not smaller
companies. The findings might not be representative of what smaller

companies are doing.

6.5 Theoretical Implications:

The use of only public information about the companies analyzed is one of
the theoretical implications. The information is to be deemed biased since it
is provided by the respective company. Further reasoning is that this company
only analyzes where and why they invest. Other information that would be
beneficial for a deeper and wider information could be what they are investing

in, with a more diverse information base.

6.6 Limitations and Future research suggestions:

The companies analyzed in this thesis is only a handful of different
companies, all working in different markets. Making the results not
generalizable to the greater market, but rather a snapshot into what is
happening right now. The information collected has been interpreted of the

author of this thesis and is therefore to be considered bias.

Suggestions for future researchers is to increase the number of companies in
the analysis. In order to provide a higher level of security in the findings.
Further suggestions are to only include companies working in the same
market in order to get a deeper understanding on what is happening in the

different markets.
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Appendix:

Appendix I:

History Ericsson AB:
Strategy:

Ericsson has a long-term strategy of creating value by being leaders in
technology. In order to be leaders their aim is to grow faster than the rest of
the market through strategic acquisitions that falls in line with their existing
products and costumers. With the aim of always having the customer in mind

when engaging in M&A activities.


https://www.assaabloy.com/group/sv/about-us
https://www.astrazeneca.se/om-oss/korta-fakta.html
https://www.ericsson.com/en/about-us
https://new.siemens.com/global/en/company/about/history/company/1989-2006.html
https://new.siemens.com/global/en/company/about/history/company/1989-2006.html
https://www.reuters.com/business/finance/why-us-stock-market-is-tumbling-2022-2022-05-11/
https://www.reuters.com/business/finance/why-us-stock-market-is-tumbling-2022-2022-05-11/

Ericsson business strategy

Extending leadership in « Investments in technology leadership for cost and performance
mobile networks + Strong product portfolio enabling growth through market share gains

« Best security, reliability, operations and pre-packaged solutions
« Wireless WAN edge solutions, through Cradlepoint Solutions, IoT
and dedicated/Mission Critical mobile networks
Focused « Enterprise wireless networks expected to grow 20—30% annually
expansion
into
enterprise + Grow the communication platform business, through the intended acquisition
of Vonage
« Platform for open innovation, ensuring monetization and creating new
experiences made possible by 5G, benefitting the full ecosystem

Figure 1Ericsson AB, Annual Report 2021

M&A History:

Ericsson AB or as it was formerly known, L M Ericsson merged for the first
time in 1918 with the Swedish phone company, SAT (Stockholms Allménna
Telefonaktiebolag). During this time, Ericsson faced enormous losses in
Russia, in the neighborhood of 80 million SEK. Resulting in that the Swedish
Government bought one of the subsidiaries of SAT for a price of 50 million
SEK. The outcome of this was that the Swedish government, through
Televerket, had a monopoly on the telephone market in Sweden at the time.
This was beneficial for Ericsson AB since Televerket became one of their

bigger customers at the time.'

Telcordia, the big American telecommunication research and development
company is one of Ericsson AB’s bigger Acquisitions in modern time (2011).
With a deal size of £1.15 Billion Ericsson Motivated the deal in a press release
that the acquisition would improve the Operating and Business Support

systems (OSS/BSS). 2

Ericsson AB is a company with a wide history of M&A activities. With a
clear emphasis on that any M&A activity should benefit their customers in
the long run. With every action they take there is always focus on how to

create value for the customers.

! https://www.ericsson.com/en/about-us/history/company
2 https://www.ericsson.com/en/about-us/history/company
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Sustainability:

Ericsson strive to be both cost-efficient and have an efficient system. Both of
these wishes are a part of their core strategy of being market leaders as well

as using strategic acquisitions as one of their growth strategies.

With sustainability being one of the more important aspects of the entire
market Ericsson AB has set certain sustainability goals. Ranging from an
increased energy saving in their systems, reduced CO2E emissions and a
program to increase the efficiency of their anti-corruption and bribery

program.
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Siemens:
Background:

Siemens is a company based in Germany with subsidiaries all over the world,
employing 293,000 employees worldwide. Established in areas such as Smart

Infrastructure, Mobility and Digital Industries®.

Founded back in 1847 by Werner von Siemens as a telegraph construction
company. Setting the foundation for the company of today, with the first
expansion being the merger with R.S Newall & co, later renaming the

business “Siemens Brothers” in 1865.%

Fast-forwarding to 1998, the CEO at the time Heinrich von Pierre presented
a new strategy. Stating that Siemens where to sell of all the parts of the
company weren’t either first or second in the global market. At the time the
company was listed on the German Public market, DAX. Having trouble
performing average there was a need for restructuring and the new strategy

was one of them. >

3 https://new.siemens.com/global/en/company/about/businesses.html

4 https://new.siemens.com/global/en/company/about/history/company/1847-1865.html
5 https://new.siemens.com/global/en/company/about/history/company/1989-2006.html
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Search Results

Acquisition X Q ® Help

874 results for Acquisition

The limited findings on the number of acquisitions Siemens have done in the
last 15 years is as mentioned in the introduction. They want to keep it a secret,
their M&A strategy is one of, if not the most important, strategy that they
have. By disclosing any fundamental information such as terms and
conditions about a deal, financing or even the price of the transaction could

hurt the company in the long run.
Deals:

In several of the press releases available on their website mentioning the
search term “acquisition” often includes the terms “not to disclose financial
details of the deal”. As mentioned above, this is most likely due to them
having a clear strategy to buy any companies that will keep them being
amongst the top companies in any market. This will make the process of
analyzing the key-takeaways from their M&A activities difficult. Since there
is no way for the author to know what kind of terms and what reasons lays

behind the deal other than wanting to be first or second in market.

Taking only the most recent M&A activities for Siemens, there is a total of
35 M&A activities in the last 17 years. Keeping in mind, these 35 are only

the ones that they mention on their website.
Varian Medical Systems:

The company:
Varian Medical Systems was found back in 1948 with a focus on research
towards the area of cancer. Today, the company employs around 10,000

employees at 34 location all over the world.®

Why:

6 https://www.varian.com/about-varian/about
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Siemens has a strategy, as stated previously in this thesis, to stay current and
in top of the markets that they are engaged in. By acquiring Varian Siemens
believes that they will increase their competitiveness on the market and the
acquisition will help to boost the newly branched Siemens Healthineers. The

goal of the acquisition is to become one of the biggest actors in the market.’
Financing:

According to the statement published® states that the transaction will be

financed with a combination of equity and bonds through a group loan.
Sqills
The company:

Sqills is a software-based company with focus on inventory management and

associated things.
Why:

Siemens acquired Sqill as a step towards increasing their software portfolio
and to become better at connected mobility. Will also improve their rail

business with the ability to price better.
Financing:

N/A
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7 https://press.siemens.com/global/en/pressrelease/siemens-ag-welcomes-acquisition-

varian-siemens-healthineers
8 https://press.siemens.com/global/en/pressrelease/siemens-ag-welcomes-acquisition-
varian-siemens-healthineers
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