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CHAPTER ONE 

INTRODUCTION 

INTRODUCTION 

The mergers and acquisitions arena has been 

described as a marketplace in which competing managements vie 

for the right to manage scarce resources by offering 

alternative corporate strategies. The essence of strategy is 

competition, which requires the creation and identification 

of competitive advantage. ( Brendon Young: In the studies 

made in the recent increase in acquisition and merger ; 

Management Accounting Sept, 1989 ) 

All over the world mergers, acquisitions and 

alliances among business organizations has become a phenome

non, particularly in North America. America is still the 

leader in mergers and acquisitions where the eighties was 

described as a period of," Takeover Madness " in the American 

corporate history. Although they have receded somewhat from 

the height and intensity of the sixties, nevertheless mergers 

and acquisitions have not been completely dried up. The 

recent current development is bank mergers, a merger between 
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Bank America Corporation and Security Pacific Corporation. It 

was described as the largest banking merger in the US 

corporate history. It promises to create the 2nd biggest US 

Banking Company behind Citicorp with assets in excess of USS 

190 billion. 

Whereas in Europe the merger and acquisition scene 

is not as. dramatic or as intense as in the US. In 

anticipation of the single European market in 1992 

concentration is more on the cross-border acquisitions and 

mergers where alliances are being made by the cross-holding 

in each other's equity. However the British are pretty 

developed in acquisition and merger activity. Acquisition and 

merger activity in Britain has grown rapidly since the mid 

80's and the average size of the deals also increase signifi

cantly ( please refer to appendix 1 ). 

As for the Japanese they have been aggressively 

acquiring and making larg'e investments abroad though domestic 

mergers and acquisitions has not become a phenomenon yet. 

Common aims of Japanese merger motives were to reduced excess 

capacity, avoid potentially destructive price competition, 

and built domestic firms of a scale capable of competing with 

major foreign competitors in home markets. The tendency has 

been to combine weaker firms with stronger ones and to alter 

the structure and the performance of the industries. Major 

domestic Japanese mergers typically have not been attempts to 
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