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Abstract

Research question: The study aims to identify the microeconomic factors that
influence the amount of stake purchased in Romanian acquisitions. Motivation:
Romania is a market with potential and one of the fastest growing economies in the
European Union, facts that make Romanian companies appealing for this type of
restructuring transactions. Thus, Romanian companies participate in acquisitions,
being either in the position of acquirers or target entities (in most cases). We want to
identify if the purchased stake is significantly influenced by a series of factors,
related to both involved companies. Idea: The decision of an acquirer to purchase a
stake in a target company depends on both its characteristics and the ones of the
target company which meets its needs. Considering this assumption, we use a series
of financial and nominal factors, which are related to both companies involved
(productivity and workforce ratios, the relatedness between the activities of the
companies involved and the national/international dimension on the investment), to
estimate how much they influence the purchased stake in Romanian acquisitions.
Data: The study is based on a sample of 192 acquisitions, with one target and one
acquirer, in which a Romanian company was involved, for 2010-2017 period of time.
Out of these, 130 transactions are industry acquisitions and 62 transactions are
services acquisitions. Tools: We use linear regression, crosstabulation and ANOVA.
Findings: Using a mediation model, the results will show that the workforce ratio,
the productivity ratio and the relatedness of the two companies have a significantly
influence in the percentage purchased in the target company, but the
national/international side of the M&As lead to an increase in the capacity of the
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proposed models to predict the variance of the final investment. The results are
controlled for industry and services, considering the NACE main section of the target
company. Contribution: Our findings contribute to the scarce literature on
Romanian acquisitions, providing information regarding the influence factors on the
purchased stake in acquisitions.

Keywords: acquisitions, ownership, relatedness, determinants, stake.

JEL codes: G34, M16, M21

1. Introduction

The consequences of M&As on the performance of entities involved in these
transformation processes have been and still represent a key point of interest for both
practitioners and economic researchers (Bouchikhi & Kimberly, 2012; Rani et al.,
2015). There are many approaches that explain why M&As occur. In the literature,
in most cases, the motivation of the management of the acquiring company and the
shareholders of the target company are mostly taken into account, the consequences
on other stakeholders being considered on a considerably lower measure. This could
be explained by the fact that the decision to enter into a M&A depends on the
management of the two companies, but also on the investors of the target company.

The M&A experience may appear difficult and life-changing for the involved entities
and their stakeholders, but it is familiar to those who have been already through this
process. Also, it illustrates why there is need for a new M&A math, which should
expand from a simple efficiency calculation to a new dimension: for one plus one to
make more than two at the economic level, one plus one must make one at the
psychological level. When M&As fail to deliver promised levels of performance, as
frequently occurs, it is likely due at least in part to a lack of psychological synergies
(Bouchikhi & Kimberly, 2012). That is why the employee component in any M&A
should be of great importance for both the management and the investors, with a
special emphasis on the number of employees each company brings into the
concentration.

The concept of value creation through mergers and acquisitions is highlighted both
in the literature and in the practice of companies by assessing it, on the one hand, for
the acquirer and, on the other hand, for the target company. In this context, it is of
great importance to establish the report between the productivity of the two
companies, in the pre-M&A phase, in order to establish the stake which is to be
purchased in the concentration. Later, after the integration stage, the same
information could be used as a benchmark for the efficiency gains and M&A success,
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as increases in revenues or economies of costs (Rozen-Bakher, 2018; Frazer &
Zhang, 2009; Devos et al., 2009). M&A studies underline the fact that, in the post-
M&A phase, the creation of value is particularly evident in the target companies, the
shareholders of the acquiring entities remaining, at best, in the situation where they
were in the pre-M&A phase (Canina et al., 2010, Jensen & Ruback, 1983; Andrade
et al., 2001).

In the case of mergers and acquisitions, researchers and practitioners often invoke
the umbrella term, M&As, when they actually refer to only just one of them. In
Romania, there is a clear difference between them, from a legal, procedural and
accounting point of view. However, many studies don’t make a difference between
them, especially in managerial approaches (Bratianu & Anagnoste, 2011; Cernat-
Gruici et al., 2008). The studies that are focused mainly on acquisitions are the ones
that are based on study events methodology, e.g. abnormal returns (Pop, 2006; Filip
etal., 2018).

Companies perform acquisitions for various reasons, so, in this study, we discuss a
series of variables that may influence a company’s decision to involve in this type of
transactions and the size of the investment, on Romanian market. A company may
seek to achieve economies of scale, greater market share, increased synergy, cost
reductions, or new niche offerings, all of them resulting in synergy success or
efficiency gains. All these start from the purchase of a specific stake in a target
company that fulfils the needs of the acquirer. Starting from these premises, the
present study intends to estimate the influence of efficiency indicators (productivity
ratios), workforce indicators (employee ratios) and a number of qualitative
characteristics of the target company on the percentage of shares, purchased by an
acquirer in an acquisition which involves at least one Romanian company. Thus, we
intend to validate a model which assesses the influence of some determinants on the
stake purchased, for the case of Romanian acquisition market.

2. Literature review and hypotheses development

Acquisitions, as world recognized expansion strategies, account for almost half of
the worldwide M&As, but one thing that matters the most in this assessment is the
level of equity (stake) that the executives of the acquirers decide to purchase in the
target companies.

2.1 A taxonomy of acquisitions
The two main categories involved in negotiating and closing an acquisition are

investors of the companies and their managers, other stakeholders having little
influence in the process. The position in the company of the two mentioned
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categories and their responsibilities determine specific roles in the acquisition phases
(discovery, due diligence, agreement and announcement, integration, and sustainable
performance) (Schuster & Hunter, 2015). Starting from Easterbrook’s (1984)
opinion, that the investors have ownership without control and the managers have
control without ownership, a classification of acquisitions can be discussed.

Both mergers and acquisitions can be negotiated by the management, having the
approval of the target’s Board of Directors, or may result from offers made directly
to the shareholders of the target company (Knoeber, 1986). When discussing a
possible classification of acquisitions, in theory and practice, the most common
structures are negotiated or friendly acquisitions (the acquiring entity announces the
Board of Directors about the intention to acquire the target company, which approves
the transaction), and hostile takeovers (Irfan, 2010). From managers point of view,
both negotiated M&As and hostile ones leave one team of managers (out of two) in
control of the new company and its assets. This represents the visible consequence
of competition for control, and the victory should belong to the managers that can
use the assets at their best (Easterbrook, 1984).

In the case of acquisitions, the management of the two companies needs to be further
discussed because they do not require financial or performance changes, from an
accounting point of view. Acquisitions only cause changes in the shareholder
structure of the target company. There are three possibilities that conduct to
takeovers.

The first one is the situation in which the acquiring company’s management buys the
titles of the existing shareholders, offering prices which include a high premium
(tender offers). The tender offers are transactions which don’t benefit from the
approval of the target’s Board of Directors. Shleifer and Summers (1988) have
argued that the large premiums received by corporate shareholders derive from the
improved management and increased efficiency brought about by restructurings.
Historically, tender offers were an easy way to acquire a company, being an effective
corporate governance mechanism, used as a takeover device to bypass an
unreceptive board of directors (Offenberg & Pirinsky, 2015).

In the second case, the acquirers change the management of the target company,
using a simple majority of company’s shareholders willing to vote for that change
(proxy fight). The management of the acquiring company uses the negotiation power
of proxy voting (a person or a company are representatives of a shareholder and they
carry the right of voting in the absence of the owner of the titles). The new
management votes for the acquisitions.

In the third case, the acquirers pursue and purchase the securities put on sale by the
target company on capital markets (Suzuki, 2015). In many cases the new securities
represent the initial public offering (IPO) of the target company. Casares Field and
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Karpoff (2002) discuss the importance of takeover defenses when target companies
go public although, in many cases, there isn’t a preoccupation for deploying such
actions (Easterbrook & Fischel, 1991). The presence of defense mechanisms lowers
the value of the IPO firm and does not lead to high takeover premiums. Thus, the
firms that go public are easy to be acquired because they don’t use, in the first place,
the most common takeover defenses (poison pill securities or staggered boards, the
latter being also an effective mechanism against proxy fighting). Using a complete
opposite approach, Lehmann and Schwerdtfeger (2016) consider that takeovers of
IPO firms it’s actually a win-win situation, especially in the case of small companies
which fall under market for corporate control theory.

According to Irfan (2010), in vertically differentiated industries, in equilibrium,
target’s executives keep low level of R&D and advertising expenditures to make
their firm an unattractive target for hostile takeovers.

Although, in most cases, the acquiring company is the one who imposes the rules in
the post-concentration integration period, in the case of reverse acquisitions, the
acquiring entity undergo major changes imposed or determined by the target
company (Denison et al., 2011). Another special situation is the one of the backflip
acquisitions, in which the target company turns, post-acquisition, into a subsidiary
of the acquiring company (Di Laurea, 2014: 9).

In this context, it is necessary to analyze the concentration in terms of expected
benefits, taking into account the elements that have the potential to generate them,
to the detriment of those that theoretically should lead to such a situation. We have
in mind the cost of implementing change measures, the quantifiable economic
benefits resulting from the implementation of the measures, the time horizon in
which they are expected to be achieved, and the negative synergies that may result
from the conclusion of the transactions. Thus, the premium becomes a consequence
of the M&A and reflects the reality of the transaction if these elements are
realistically established. Payment of a specific premium reflecting the expected
synergy value does not provide any guarantee in this respect; in fact, the acquirer
pays for an opportunity to achieve synergy (Ficery et al., 2007).

2.2 Qualitative and quantitative determinants in acquisitions

The synergies in both mergers and acquisitions can be related to activities and to
employees. Traditionally, the scientific literature focused mainly on strategic and
financial factors but, recently, more studies have explored the socio-cultural and
human resources factors (Rizen-Bakher, 2018). Anyway, a restructuring operation is
primarily based on efficiency gains and economic value creation for the involved
shareholders, more than on the well-being of the employees, the latter having a
strong managerial side difficult to quantify.
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A fundamental difference between real assets and human capital is that real assets
can be purchased, while human capital is rented (Lee et al., 2018), so there are few
ways in which it can be measured. From an accounting point of view, the annual
reports of the companies present the average number of employees per year and the
cost of employees, next to other information related to pensions, incentives and other
benefits. In the context, in M&As, productivity related to employees can be
calculated as ratios between accounting figures and the number of employees:
revenues per employee (Rozen-Bakher, 2018), assets per employee and income per
employee (Frazer & Zhang, 2009; Kumar & Suhas, 2010) or capital per employee
(Bandick & Gorg, 2010). Also, the number of employees brought by each company
in the concentration can be representative for the calculation of a workforce ratio
(Rozen-Bakher, 2018; Bandick & Gorg, 2010).

In the pre-M&A phases, such as due diligence and negotiation, the number and
location of employees, salaries and benefit structure are hard facts that influence the
decision to participate in M&As (Schuster & Hunter, 2015). After the decision is
made, the report between the number of employees of the involved companies is an
indicator that can influence the purchased stake (Rozen-Bakher, 2018).

Conyon et al. (2000) assert that M&A behavior inevitably leads to, and indeed is
motivated by, the possibility of drastically downsizing the workforce. In both cases,
it is difficult to retain and redeploy the combined firms’ workforces or layoff
duplicate and/or less productive workers (Lee et al., 2018). There is a wealth of
information that will help organizational leaders develop a cost—benefit model for a
M&A and project the intangible costs and benefits associated with the people factor.
As with any significant change, destabilization of the workforce can result in a
decline of performance characterized by losses in productivity, revenue,
opportunities, retention, extensive costs of hiring and replacement. Ideally, these
declines will correct themselves, and the gains will show, as integration progresses,
and sustainable performance are achieved.

Thus, each of the companies comes into the M&A with its own employees, but, in
integration phase and later, it can be an endeavor to realize human capital synergies.

The human capital synergy success can be analyzed taking into account the
combination of skills, abilities and knowledge of employees brought by each
company in the concentration. In other cases, it emerges from the combined
competences of a group as a result of the learning process resulting from previous
interactions within the group (Harrigan et al., 2016). Other studies have pointed out
that organizational cultural differences increase post-concentration conflicts, if they
appear as a result of M&As (Sarala, 2010; Sarala & Vaara, 2009; Stahl & Voigt,
2008) for several reasons, including identities conflict that lead to inter-group stigma
(Cartwright & Schoenberg, 2006), ambiguity in values and practices, distrust and
lack of cooperation, as the rise of the inter-group conflict leads to alienation, stress,
anger, low engagement and detachment (Weber et al., 2011). Panchal and Cartwright
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(2001) state that the employees from the acquired company or smaller M&A partner
may be confronted with more stress because they face longer and more negative
change. The authors Blackard and Gibson (2002) propose the term productive
synergy, the result of a situation in which the conflict of opinion between employees
leads to solutions. The only condition is that the individuals involved (employees,
employers) share the differences and learn from them. As a consequence, the
expected economic synergies must be preceded and combined with the
psychological ones. There is a collective effect on employee psychological synergies
of three different relationship. First one is the relationship between the employee and
the new organization, which underlines the importance of employee identification
with and commitment to post-M&A organizational strategy and goals. The second
relationship settles between the employee and its supervisor/manager, representing
the extent to which a supervisor delegates and gives autonomy to employees. The
last relationship that greatly influence employees' assessments of their jobs is the
employee—co-worker relationship (Alegre et al., 2016).

Both economic and psychological synergies depend a lot on the degree of relatedness
between the core activities and the assets put together by the involved companies. It
is easier to put together two companies that develop similar activities than to put
together activities from totally separated industries. This dissociation is also reflected
on the attitude of employees on a side and on the capacity of the assets to be put at
work so the income to increase.

The concept of relatedness is very discussed in the M&A literature, being associated
to both the assets involved and the core activities of the companies. In the opinion of
King et al. (2004), the relatedness between target companies and their acquirers can
be related to resources or product-market similarity. Canina at al. (2010) consider
that the relatedness of assets is more obvious for the horizontal M&As, then in any
other case (vertical and conglomerate). Considering M&As, Hagerdoorn and
Duysters (2010) consider relatedness in terms of relationship: they believe that
horizontal/vertical M&As are made between related companies, while conglomerate
M&As are between unrelated companies. Cefis and Rigamonti (2013) consider that
the industry relatedness does not occur randomly, but it is, in fact, one of the main
aspects that an acquirer must take into consideration before pursuing a M&A.
According to Fan and Lang (2000), two business can be classified as unrelated if
they do not share the same two-, three-, or four-digit code of the national
classification of economic activities, and vice-versa. This last approach was the one
used to describe the relationship between the two companies.

In this context, we propose to test and validate the following hypotheses:
Hi: The investment decision of an acquirer to purchase a certain amount of stake in

a target company is positively influenced by the industry relatedness, productivity
ratio, and workforce ratio.
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Globalization is a catchy term and researchers from economic deployment field
presented their opinion regarding it, including in studies related to M&As (Nitzan,
2001; Norbédck & Persson, 2008; Warter & Warter, 2014). Although the time has
passed, it still continues to be an arguable phenomenon, which brings advantages
and, along with them, disadvantages. Globalization has, as main effect, like Thomas
L. Friedman (2005) suggested in the title of his book, the fact that “the world is flat”,
without frontiers. Globalization, amongst others, is the process by which economic
entities develop international influence or, even start operating on international scale.
M&As offer the best tools for external economic growth and, in Europe, countries
from within the European Union (EU) have all the strengths and opportunities in this
respect. Companies, by combining their activities, may allow the development of
new products more efficiently, reduce production or distribution costs. In this
context, “the market becomes more competitive and consumers benefit from higher-
quality goods at fairer prices” (European Commission, 2013). Even though some
M&As may reduce competition in a market and harm consumers through higher
prices, reduced choices or less innovation, this kind of transactions are being
examined by the European Commission in order to prevent harmful effects on
competition. In other words, increased competition within the European Union, the
desire for a single market and the globalization constitute the main factors which
make it attractive for companies to join forces.

We hypothesize that in acquisitions, another aspect of major importance, when
analyzing the acquirer’s choice for a company, the amount of stake purchased into a
target is strongly influenced by the location of the target company. Thus, we can
discuss about domestic and cross-border acquisitions. Cross-border acquisitions can
be expected to be more complex, and thus more costly and risky to execute, than
domestic acquisitions (Danbolt & Maciver, 2012). Thus, a differentiation between
the two types of acquisitions has a positive significant influence, as mediation
variable, on the stake purchased in the target company.

H»: The national/international dimension of the acquisitions is positively influencing
the acquirer’s decision to invest into a certain amount of stake in a target company.

These hypotheses will be tested and validated using the statistical software SPSS
25.0.

3. Research methodology and design

The study aims at analyzing the influence of the productivity and workforce ratios,
the relatedness between the activities of the companies involved and of the
national/international dimension on the investment made by the acquirers in the
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equity of the target companies, considering the example of Romanian M&A activity,
namely acquisitions.

3.1 Target population and analyzed sample

To test and to validate the proposed research hypotheses, the study analyses the
empirical data related to 192 acquisitions, for the 2010 — 2017 period of time, in
which at least one Romanian company is involved. Out of these, 130 transactions are
industry acquisitions and 62 transactions are services acquisitions. According to EU,
sections A-G from NACE Rev. 2 are associated to industry, sections H-U are
composing the services. The data regarding the NACE main section for the target
company are collected from Zephyr database, for the 2010-2017 period of time. The
sample analyzed contains financial information for both the target and the acquirer
company, this reduced the analyzed sample for the range of time taken into account.
Also, the study considers only the 1:1 acquisitions (one acquirer and one target), with
available deal values.

To reach the proposed research hypotheses, we use linear regression, cross tabulation
and ANOVA.

3.2 Models proposed for analysis and data source
This paper examines a series of factors influencing the stake purchased in a target,
considering the acquisitions made by Romanian companies, either in the position of

acquirer or target, for the 2010-2017 period of time. The proposed variables are
presented in Table 1.

Table 1. The variables proposed for the analysis

Symbol Representation Description Explanation

Stake (S) % Dependent The percentage purchased
variable (DV) in the target companies
(0.001-100%).
Information collected from
Zephyr database, for the
2010-2017 period of time.

Workforce Employees_acq;_, Independent The ratio is calculated
ratio (Work_r)  Employees_target,_, variable (IV)/ considering the number of
numeric employees of the acquirer

and of the target company,
reported for the year before
the M&A; information
collected from  Orbis
database, for the 2010-
2017 period of time.
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Symbol Representation Description Explanation

Productivity Revenues_acq,_, Independent The ratio is calculated

ratio (Prod_r) Employees_acq,_,  variable (IV)/ considering the operating
Revenues_target,_;  numeric revenues per employee for
Employees_target,_, the acquirer and for the

target company, reported
for the year before the
M&A; information
collected from  Orbis
database, for the 2010-
2017 period of time.

Relatedness 1. Related acquisitions  Independent Considering the NACE
(R_UnR) 2. Unrelated variable (IV)/ Rev. 2 main codes for the
acquisitions categorical target and for the acquirer,

from the Orbis database,
the relatedness of the
involved companies was
completed by  hand,
comparing the first two
digits of the NACE
primary code.

Domestic/Cross 1. Cross-border Mediation The countries of the
-border M&As  acquisitions variable/ acquirer and of the target
(Int) 2. Domestic categorical companies were

acquisitions considered, information

collected from Zephyr
database, for the 2010-
2017 period of time.

Dependent variable. This variable represents the stake purchased by the acquirer in
the target company. Thus, this variable is a percentage between 0.001% (shares in
jointly controlled entities) and 100% (acquisition of a controlling interest).

Independent variables. The variables Workforce ratio and Productivity ratio are
presented in Table 1 and they are calculated as a report between the data of the
acquirer and the one of the target company, considering the financial information for
the year before the acquisition. According to Rozen-Backer (2018), the data from
the year before the concentration are specific to pre-acquisition stage and they are
collected from Orbis database.

Mediation variable. The assumption of causality is implicit in the definition of
mediation, as a mediator is defined as an explanatory mechanism through which one
variable affects another (Wood et al., 2007). This variable is considered for the year
of the merger, given the fact that there are studies which validated its significance in
influencing a financial dependent variable (Moeller & Schlingemann, 2005).

The proposed hypotheses are examined using mediation analysis, considering all
acquisitions, industry acquisitions and services acquisitions. There are multiple ways
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to test a mediation model (Frazier et al., 2004; Wu & Zumbo, 2008). When paths a
and b are controlled, a previously significant relation between IV and DV is no
longer significant (complete mediation) or its significance is dropping (partial
mediation). In our case, the paths are presented in Figure 1:

Independent variables Dependent variable

Work_r, Prod_r, Pathc S
L R_UnR |
P Q
©,
%) &
Mediator

Int

\

Figure 1. The proposed mediation model

Our mediation model includes the following steps, tested and validated for all
acquisitions, and then separately for industry and services acquisitions:

1) path c is predicting the DV from independent variables Work_r, Prod_r and
R_UnR (without the mediator); the model is presented in Eq. (1):

S(%) = a+ By -Work_r+ B, -Prod_r+ B3 R.UnR + ¢

2) path a is predicting the mediator Int from the independent variables Work_r,
Prod_r and R_UnR; the model is presented in Eq. (2):

Int=a+f; -Workr+f,-Prodr+ B3 -RUnR+¢

3) path b x c is predicting the DV from independent variables Work_r, Prod_r and
R_UnR (including the mediator); the model is presented in Eq. (3):

S(%) = a+py-Work_r+ B, Prod_r+ B3 -R.UnR+ B,-Int + ¢

The used method is hierarchical linear regression (HLR) because it is a way to show
if variables of our interest explain a statistically significant amount of variance in
our DV after accounting for all other variables. Also, our study includes variance
inflation factor (VIF), to identify multicollinearity problems. The VIF and tolerance
are both widely used measures of the degree of multi-collinearity of the i
independent variable with the other independent variables in a regression model
(O’Brien, 2007) and it has three accepted thresholds: if VIF is higher than 3, than
the probability for multicollinearity increases, when VIF is higher than 5, there is
most probable to have collinearity and, in case VIF is higher than 10, the collinearity
exists for sure.
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4. Results and discussions on the influence of specific
determinants on the purchased stake in a target company

Romania is a market with potential, a strategic location, and a favorable business
climate as the International Trade Administration (2018) states, despite its
weaknesses. Although Romania overthrew its communist regime more than 28 years
ago, the government still plays an oversized role in the economy in terms of
employment, ownership of assets, and influence on the business environment. After
joining the EU in 2007, Romania made some progress, even though companies still
report challenges and poor infrastructure which continue to negatively impact
business costs, productivity, public safety and the ability to attract FDI. In these
particular conditions, its economy is among the EU’s fastest growing: 4.8% growth
in 2016 and 6.9% in 2017 (the highest since 2008) (International Trade
Administration, 2018). This growth is primarily consumption-based, which makes
Romania an open market, in which companies try to be competitive when selling
their product. A downsize in this case is that it allows bigger companies to enter the
Romanian market and small economic entities to struggle for survival due to fiscal
and tax policy, wages and pension increases. The Index of Economic Freedom
(2018) presents Romania as 42™ freest economy, with a score of 68.6, situated
between Malta (41*) and Thailand (43™), the first positions being occupied by Hong
Kong, Singapore and New Zealand.

The case of Romania, regarding M&As before 2007 January 1% and after the
adherence date, is presented in Table 2.

Table 2. The evolution of 22 years of Romanian M&A activity

Year M&As 1997 1998 1999 2000 2001

No. of M&As 7 10 20 45 28

Deal value

(Th. euro) 99,997.38 470,944.11 1,306,101.57 2,996,042.70 725,317.47
2002 2003 2004 2005 2006 2007

99 88 99 153 152 184

728,637.27 1,053,248.20 2,516,471.60 3,203,348.88 2,125,434.47 1,663,429.06
2008 2009 2010 2011 2012 2013

175 137 228 177 282 402

5,713,521.04  981,255.40 777,373.71 55,839.05 1,147,656.68 1,963,394.08
2014 2015 2016 2017 2018 Total

538 279 355 570 521 4,549

3,389,609.98 1,780,199.64 1,852,315.16 9,376,784.09 2,509,212.56 46,436,134.1
(Source: Authors’ own processing, using Zephyr database (1997-2018))

The information presented in Table 2 reflects all the M&A activity in Romania, with
available deal value and completion date, collected from Zephyr database. Romanian
M&As notice an increasing trend in the number of transaction and/or deal value, in
the 1997-2018 period of time. In a separate study, we identified that a large number
of transactions and a low deal value is due to the fact that foreign companies are
interested in small companies which apply local GAAP, thus they cost less than a
company which applies IFRS (Aevoae & Georgescu, 2019).
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The study will present a series of descriptive statistics for the analyzed variables (per
total and on categories considered in the analysis), including the ANOVA for the
stake, considering the national/international dimension of the acquisitions and the
relatedness between the companies, of the values of the Pearson correlation
coefficients and the estimations of the parameters of the proposed regression models.

The ANOVA results, presented in Table 3, show significant difference between the
means of the purchased stakes in the target companies, considering two groups of
transactions: transactions which involved related/unrelated companies and
transactions in which the two companies are located in Romania or one is in Romania
and the other one is located in a different residence country.

Table 3. The ANOVA for the categorical variables considering
the purchased stake

Categories Number Mean D S.td'. F-ratio

eviation and p-value

Unrelated 124 44.60841 39.981670  F(1,190) = 24.240

acquisitions Sig. =.000

Related acquisitions 68  73.39268 36.338841

Domestic 132 43.73435 38.819639  F(1,190) = 36.452

acquisitions Sig. =.000

Cross-border 60  79.15352 35.010701

acquisitions

Total 192  54.80284 41.026130

(Source: Authors’ own processing, using SPSS 25.0)

Regarding the nominal variables used in the models (relatedness and the
national/international dimension of the Romanian acquisitions), the cross tabulation
is presented in Table 4.

Table 4. Crosstabulation between nominal variables
Cross-border

Nominal variables Domestic M&As M&AS Total
Unrelated acquisitions 97 50.52% 27 14.06% 124 64.58%
Related acquisitions 35 18.23% 33 17.19% 68 35.42%
Total 132 68.75% 60 31.25% 192  100%

(Source: Authors’ own processing, using SPSS 25.0)

As we notice in Table 4, the most acquisitions in Romania are included in domestic
conglomerate acquisitions (97 transactions), although the mean of the stake
purchased in unrelated acquisitions is much lower than the one purchased in related
acquisitions (vertical or horizontal) (see Table 3). Given the opinion according to
which the financial reasons conduct to conglomerate acquisitions, rather than the
productivity ones (Nelson-Espeland & Hirsch, 1990), the acquirers purchase an
amount of stake which can bring economic benefits, but they don’t consider
acquiring a company as a whole or a controlling interest. In our case, both ANOVASs
are significant (p<0.01), which means that we reject he null hypothesis (we validated
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the fact that there is a difference between the means, considering the DV as the
numeric variable). Also, we calculated the strength of association between the two
nominal variables using Cramer’s phi coefficient (¢p =.276, p < 0.01). The value of
the coefficient reflects a good significant association between the relatedness of the
companies involved in acquisitions and the national/international dimension of the
concentration.

Table 5. Descriptive statistics for numeric variables

Values Final stake (%) @ Workforce ratio  Productivity ratio
Minimum 0.023 0 0
Maximum 100 1004.18 8687.1
Mean 54.80284 33.4241 64.5203
Std. Deviation 41.02613 105.6082 643.2524
No. of observations 192 192 192

(Source: Authors’ own processing, using SPSS 25.0)

According to Table 5, the lowest value for workforce is 0, which means that there
are acquiring companies with 0 employees that acquired targets. The highest value
is around 1.000 employees, which means that a large company acquired a small one,
for diverse reasons (assets, innovative products or niche market). Also, there are
companies that report 0 productivity, because they didn’t report employees in the
annual report approved for the year before the acquisition. The highest productivity
ratio is 8,687.1 th EUR.

The values of the coefficients for the Pearson correlation is presented in Table 6.

Table 6. Pearson Correlation coefficient for numeric variables

Variables Stake (%) Workforce ratio  Productivity ratio
. 1 0.247 0.096
= All acquisitions 0.000 0.185
S .000 .
= I 1 0.251 0.121
% Industry acquisitions 0.002 0169
o Services acquisitions ! 0317 -0.040
a 0.008 0.759
All acquisitions 0.247° 1 0.013
8 a 0.000 0.853
S - 0.251™ 1 -0.016
X & Industry acquisitions 0.002 0.855
s . - 0.317" 1 -0.132
Services acquisitions 0.008 0294
2 All acquisitions gggg 82%2 1
S . .
B2 Industry acquisitions 0.121 -0.016 1
ERT yacq 0.169 0.855
o . . -0.040 -0.132 1
a Services acquisitions 0.759 0.294

Level of significance: * for p < 0.05 and **for p < 0.01 level.
(Source: Authors’ own processing, using SPSS 25.0)
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According to information presented in Table 6, there isn’t a significant correlation
between the purchased stake and the productivity ratio, overall and by NACE main
section, as established in Table 1 (sig. = 0.185, r = 0.096 for all acquisitions, sig. =
0.169, r =0.121 for industry acquisitions, sig. = 0.759, r = -0.40 service acquisitions),
nor between workforce ratio and productivity ratio (sig. = 0.853, r = -0.132 for all
acquisitions, sig. = 0.855, r = -0.016 for industry acquisitions, sig. = 0.294, r =-0.40
service acquisitions). On the other hand, the workforce ratio is significantly
correlated with the dependent variable, with a level of significance under 1%. This
implies that the stake purchased by the acquirer is positively and significantly
correlated with the report between the employees of the two companies, in the year
before the acquisition (the number of employees reported the last annual financial
statements that are approved to be published).

As well, high values of the Pearson correlation coefficient between the productivity
ratio and workforce ratio, and also between the stake and the productivity ratio, for
all the transactions and also split between industry and services, emphasize the
possibility for collinearity between the independent variables. In order to check the
multicollinearity, we present, in Table 7, the variance inflation factor (VIF). Once
the values of the correlation coefficients have been estimated, to study the causality,
Table 7 displays the estimations of the parameters for three regression models
proposed for testing and validation, considering path a), per total and by major core
activity (industry and services).

Table 7. Parameters estimation for the regression model for path a

All acquisitions Acquisitions - Acquisitions -
Variables Industry Services
B (t-values) B (t-values) B (t-values)
Workforce ratio (Work_r) ~ 0.302" (4.449) 0.284™" (3.339) 0.495™ (4.563)
Productivity ratio 0.104 (1.563) 0.117 (1.430) 0.100 (.885)
(Prod_r)
Relatedness (R_UnR) 0.216™" (3.191) 0.1917 (2.247) 0.355™" (3.177)
R? 0.174 0.158 0.335
Adjusted R? 0.160 0.138 0.301
F F(3,188) = F(3,126) =7.890, F(3,58) =9.749,
13.158, p =0.000 p =0.000
p = 0.000
N 192 130 62
Multicollinearity tests Tolerance 7; = Tolerance 1; = Tolerance t; =
1—R?=0.826 1—R?=0.842 1—R? =0.665
VIF= 1.001 VIF= 1.001 VIF= 1.081

Level of significance: *p < 0,1; **p < 0,05; ***p < 0,01.
(Source: Authors’ own processing, using SPSS 25.0.)
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Table 7 present the influence of the independent variables on the mediation variable,
all three models (all acquisitions, industry acquisitions and services acquisitions)
being significant (p < 0.01). Based on the data in Table 7, all the variables have a
positive influence on the national/international dimension of the acquisitions. The
relatedness of the two companies positively and significantly influences the
acquirers’ choice for cross-border acquisitions, fact confirmed in Table 4, where the
number of cross-border acquisitions between related companies is higher than the
number of conglomerate acquisitions. Also, the acquirers with a high number of
employees will purchase targets with a low number of employees, from another
country. The productivity of the target company doesn’t influence the choice for a
domestic or a cross-border acquisition. The workforce ratio and the relatedness are
positively and significantly influence the choice for cross-border acquisitions in the
case of all the acquisitions in the sample, but also in the case of industry and services
acquisitions. The predictors account for the highest variance of the dependent
variable (R? = 0.335) in the case of services acquisitions.

Table 8 presents the estimation of the parameters of the proposed models for the
paths b and b x ¢, considering the explanation in Figure 1. According to Table 8, the
fact that the companies have related core activities (considering the first 3 digits of
the NACE main code), which makes them either vertical or horizontal acquisitions,
have a positive and significant influence on the final stake purchased. Thus, an
acquirer will purchase a higher stake if the target company has related activities, fact
that is also confirmed by the information presented in Table 3 (the mean stake
purchased in related acquisitions is 73.39%, compared to the one purchased in
conglomerate acquisitions, which is 44.61%). Also, the workforce ratio, calculated
using the number of employees reported by the acquirer and the target in the last
annual report before the deal took place, have a positive and significant influence on
the final stake, which means that the larger the acquirer compared to the target, the
higher the investment in the acquired company. The productivity of the acquirer
compared to the target has a positive, but not significant influence on the stake, which
means that the volume of revenues of the target, in the year before the acquisition,
compared to those of the acquirer, reported to the number of employees, doesn’t
influence the final stake. In case of the industry acquisitions, the only significant
variable is the relatedness, which means that the acquirers are purchasing higher
stakes in companies in the same field or related, no matter the number of employees
or their revenues.
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Table 8. Parameters estimation for the hierarchical regression model
for pathscand b xc
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(Source: Authors’ own processing, using SPSS 25.0.)
The capacity of the model to predict the variance in the dependent variable is the
highest in the industry sector (R? = 0.199). In services acquisitions, the independent
variable that is significant and positively influence the investment in target company
is the workforce, which means the large acquirers purchase high stakes in a small
target company (considering the number of employees as measurement indicator).
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We have to acknowledge the fact that the mediation variable in all three cases
improves the proposed model to predict the variance of the DV (R? change) in
Table 8.

When adding the mediation variable to the model (paths b & c), the predictors,
workforce ratio, productivity ratio, relatedness and the national/international
dimension of the acquisition, account for 23% of the variance of the dependent
variable (the final stake) in the case of all the acquisitions in the sample, for 29.2%
in the case of industry acquisitions and only 17% in the case of services acquisitions.

5. Conclusions

Romania is a market with potential, a strategic location, and a favorable business
climate as the International Trade Administration (2018) states. Despite its
weaknesses, it doesn’t have a significant history regarding M&As, but the year of
the adherence to the European Union was a turning point. After 2007, it became a
more active and attractive market for companies, local and abroad, fact that led to
the number of transactions almost tripling from 184 to 521 transactions, in the 2007-
2018 period of time.

The fact that the acquisitions are not regulated by a specific legislation in Romania,
like mergers are, makes it difficult to identify them, being just a purchase of an
investment in another company’s capital. Because we identified 192 acquisitions
which involved at least one Romanian company, in either the position of the acquirer
or/and the target, we identified some determinants of the stake purchased by the
acquiring company in the target entity. In order to detail our analysis, we test and
validate our hypotheses for all acquisitions (192 transactions) and, then, for industry
acquisitions (130 transactions) and services acquisitions (62 transactions).

The fact that the companies have related core activities (considering the first 3 digits
of the NACE main code), which makes them either vertical or horizontal
acquisitions, have a positive and significant influence on the final stake purchased.
Thus, an acquirer will purchase a higher stake if its activities are related to the ones
of the target company, which is also confirmed by the mean stake purchased in
related acquisitions (73.39%), compared to the one purchased in conglomerate
acquisitions (44.61%). Also, the workforce ratio has a positive and significant
influence on the final stake, which means that the larger the acquirer compared to
the target, the higher the investment in the acquired company. The productivity of
the acquirer compared to the target has a positive, but not significant influence on
the stake, which means that the volume of revenues of the target, in the year before
the acquisition, compared to those of the acquirer, reported to the number of
employees, doesn’t influence the final stake. In case of the industry acquisitions, the
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only significant variable is the relatedness, which means that the acquirers are
purchasing higher stakes in companies in the same filed or related, no matter the
number of employees or their revenues. In services acquisitions, the independent
variable that is significant and positively influence the investment in target company
is the workforce, which means the large acquirers purchase high stakes in small
target company.

One of the limits of the study is the relatively small number of transactions in our
sample (192 acquisitions). The fact that many involved companies (acquirers and
targets) reported zero employees in the year prior to the acquisition made the
calculation of productivity ratios and workforce ratios impossible. Second, many
companies involved in acquisitions, according to Zephyr database, were missing the
financial data in Orbis database. For future research, we intend to analyze the
influence of macroeconomic conditions of the involved companies’ residence
countries, in the year of the acquisition, given the fact the information from Zephyr
database is more complete when considering the M&As.
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