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PROPOSAL EFMA 2001, June 27-30:

The aim of this paper is to evaluate the post takeover performance and financial characteristics of unquoted companies that were involved in a takeover. The vast majority of these studies, focuses on takeovers of big listed companies and as a way of nature these studies examine the impact of takeover announcement on stock market returns. But, share price event studies are not the only approach to the assessment of acquisition effects. Furthermore, some researchers (Ravenscraft and Sherer, 1987a,b; Healy, Palepu and Ruback, 1992; Chatterjee and Meeks, 1996) have voiced concerns that the stock market performance of the bidder and target firms around the acquisition date does not indicate whether the strategy represented by the acquisition has succeeded or failed. A second source of statistical evidence derives from companies' annual reports. However, most accounting studies were carried out in the US and the UK and little is known about the performance of target and acquiring companies in the takeover market in Western Continental European countries such as Belgium - a market that is dominated by takeovers of smaller, privately held companies. Our research is thus motivated by the lack of empirical research on the operating performance of unquoted companies involved in a takeover.   

In this study of 143 takeovers, we will attempt to answer some fundamental questions. In an earlier study we investigated if acquired firms are underperformers and if acquiring firms are superior in terms of profitability, liquidity, leverage and growth? In this paper we will investigate if acquisitions provide operating performance gains for the acquirers (based on annual accounts information from three years prior to acquisition to five years after acquisition). However it is not our intention to study both elements (pre- and post takeover performance) separately. The majority of the takeover studies which examine the impact of acquisitions on corporate performance, focus on average outcomes and ignore the wide dispersion of results around the mean. This paper wants to break with that tradition by asking an additional question: can those acquisitions, which do better than average, be distinguished from the rest in terms of their pre-acquisition characteristics?
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