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ABSTRACT

Multiple mergers and acquisitions (M&A) in a period of years may give rise to the
accumulation of organizational inefficiencies. In light of the foregoing, this study was
done by taking into account the consequences of multiple M&A activities undergone
by the telecommunication companies in the Association of the Southeast Asian
Nations (ASEAN) using year-by-year projections. Instead of using traditional
financial ratios from accounting statements such as return on assets for measuring
performance, this study intends to provide a broad view of the effects of M&A and
asset utilisation on technical efficiency (TE). The study employed the Data
Envelopment Analysis approach which calculated the TE, using the total asset of
ASEAN based telecommunication companies, from the period of 2000 to 2011.
Subsequently, regression analysis was employed to examine the factors that
influenced the TE of the companies. Thus, this study was done by taking into account
the consequences of M&A sequencing, M&A intensity and size of companies towards
TE. In addition, the study investigated the relationship between gross domestic
product (GDP) and TE. Then, this study evaluated the impact of M&A events on TE.
The final investigation was done to see the impact of different income levels of the
countries toward TE. The empirical findings indicated that a downward trend is
registered for the TE of the companies concerned. Meanwhile, the sequence of M&A,
companies’ size and GDP were significantly negative in relation to TE. Further
findings focusing on M&A events such as post M&A, demonstrated that coefficients
of post-three year and post-four year M&A have significantly negative relationship
with TE. Finally, the results of analysing the impact of high income and lower-
middle-income countries have resulted significantly positive and negative relationship
to TE, respectively. The limitations of this study were scarcity of data, which were
mainly collected from Osiris because very limited companies have involved
themselves in multiple M&A. Hence, the data of the 264 companies that appeared for
over the 12 year period, were treated as 2489 decision making units (DMUs) with
unbalanced data. Notwithstanding the limitations, the findings of this study provide
valuable insight into the efficiency of companies which would enable the formulation
of a future approach towards strategic sequence of M&A, so that higher relative
efficiencies can be realized. These findings might also be helpful to the relevant
authorities in coming up with useful guidelines for companies contemplating multiple
M&A. The thesis ends with several recommendations that may be adopted by
ASEAN countries to improve their current governing laws, such as merger control
under the Competition Law, to sustain the relative efficiency of companies.

Keywords: Efficiency, size, data envelopment analysis, telecommunication, mergers
& acquisitions and merger control.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Mergers and acquisitions (M&A) appear to be favoured as a mean of
consolidating assets, thereby sharpening the competitive edge and saving the business
from collapse. It is generally felt that M&A would lead to greater strength and
reduction of business risks through asset fortification. Companies carry out M&A in
order to increase input in the form of additional assets which they hope would result
in improved revenue. The term ‘merger’ is commonly defined as a combination of
two equal sized companies to form one company while ‘acquisition’ is the purchasing
by a large company, of a smaller company. However, the intention of acquisition is
not to form a new company but retain the acquirer’s name and to represent control of
the other. Radam, Baharom, Dayang-Aftizzah, and Ismail (2009) stated that in the
context of M&A, merger is defined as an affiliation of two companies into one big
company, and it looks like a takeover but involves the creation of a new company
name and brand.

In a technology-driven and globally competitive world, it is not uncommon for
companies, such as the telecommunications companies to get involved in M&A as a
means of increasing technical efficiency with the expectation of increasing output. It
has been in the news and it is moving aggressively due to intense competition in the
telecommunications sector. As the telecommunication sector has the highest
involvement in M&A globally (Buckley, 2010), due to technical advances and market
demands, the telecommunication industry has grown rapidly, and they now offer a
wide variety of mobile communication services and products. Mohd Akit, Ismail, and
Wan Mahmood (2012) stated that telecommunications is the world’s biggest entity
that comes together through complex networks, telephones entailing mobile phones
and internet-linked Personal Computers which allows people to speak, share thoughts

and do business anywhere, anytime they want.
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