
www.jespublication.com Page No:452 

Vol 11, Issue 3, March/ 2020 

ISSN NO: 0377-9254                                  

  

 

 

     

 
 

A Conceptual Study of Pre and Post Merger Issues Involved in 

Different Companies    

Ms. Shikha Agarwal1 and Dr. Muktak Vyas2  

1Assistant Professor, Department of. Business and Management, Jaipur National University, Jaipur (Rajasthan), 

INDIA (Email id:. shikhaagarwal1302@gmail.com                            
2 Senior Associate Professor, Department of. Business and Management, Jaipur National University, Jaipur 

(Rajasthan), INDIA (Email id: muktak.vyas@gmail.com                                                     

 

Abstract 

Mergers and Acquisition is not a one day process. It 

takes several months as both the companies have to 

follow rules and regulations made by the different 

authorities like SEBI ( Security Exchange Board of 

India), RBI ( Reserve Bank of India), Companies Act 

2013, Central Government etc. Also Companies have to 

come on equal platform in order to make mergers and 

acquisition successful. Still many companies engaged 

in these activities faced various issues. Certain issues 

are related to before merger and some issues occur after 

merger. This research paper defines the challenges 

which are confronted by the companies. Also the paper 

analyses the current scenario of the Mergers and 

Acquisitions in India. This paper also highlights the 

guidelines which will make merger and acquisitions 

successful. 

Keywords: - Mergers, Acquisitions, Pre and Post 

Merger Issues, Integration 

Introduction 

Mergers and Acquisitions are not a new term and its 

issues are also not new. It plays a very vital role in the 

economic development of the country. The term Merger 

and Acquisitions are defined under Companies Act 

2013, Competition Act 2002 and Security and 

Exchange Board of India (SEBI) 1992. It is also known 

as amalgamation. Merger can be defined as a 

combination of two or more companies, it occurred into 

two forms i.e. absorption and consolidation. In 

consolidation each and every company lose their 

existing identity and create a new company with the 

new legal entity while in absorption all the companies 

except one lose their identity and get merged with that 

company. An acquisition is an attempt whereby a 

company purchases another company or as to gain a 

majority interest in another company. Merger and 

Acquisitions provide a platform for companies to grow 

in order to enhance the stakeholder’s wealth.  Also it 

increases the value of the firm as well as shareholders 

value. The first biggest merger occurred in India 

between Reliance Industries Limited (RIL) and 

Reliance Petroleum Limited (RPL) in 2002. After that 

many mergers and acquisitions happened in India, some 

were successful and some were failure due to various 

issues that were faced by many companies at different 

point of time.  

Review of Literature 

Singh, Sonia & Das, Subhankar (2018), analyzed in 

their study on “Impact of post-merger and acquisition 

activities on the financial performance of banks: A 

study of Indian private sector and public sector banks”. 

The finding of the study indicates that strategies and 

policies in procedural, physical and socio-cultural 

frameworks were very significant factors in the post-

merger and acquisition process. Also study suggests 

that merger success if the employees are aware with the 

merger information and they are confident. Also study 

recommends that policies and strategies should be re-

visited in order to enhance internal and external 

operations. 

 

Graebner Melissa E. ,Heimeriks Koen H., Huy Guy 

Nguyen  & Vaara Eero (2017), found in their study on 

“The Process of Postmerger Integration: A Review and 
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Agenda For Future Research” that there are a number 

of issues in the postmerger intergration process. Also 

the process is dynamic, complicated and context 

specific process that can not be applied same in every 

organization. To understand the post merger integration 

process, new perspectives have been identified like 

temporality, decision-making, practices and tools, and 

emotionality for the further research. 

Gupta Honey (2016), conducted exploratory research 

on “Pre and Post-Merger Financial Performance 

Analysis of State Bank of India”. The study covers 

eight years annual data to compare the pre and post-

merger performance. The comparison is based on 

various financial parameters such as investment 

standards, management efficiency, debt coverage ratios, 

leverage ratios and profitability standards. It is found 

that there is a positive impact of merger on investment 

and liquidity parameters while merger had negative 

impact on the probability standards due to increases in 

the operating expenses and decrease in non- interest 

income.  

Allahar, Haven (2015), examined a study on “An 

Overview of Key Issues in Mergers and Acquisitions: A 

Case of Trinidad And Tobago”. It was found that 

superficial strategic plans as well as poor integration 

planning are accountable for the majority of failed 

mergers and acquisitions.  For the success of M& A 

deals, company should determine the appropriate 

sources of financing for the organization. In addition, 

company should focus on detailed due diligence and ‘fit 

chart’ which includes staff skills, top and middle 

management, physical resources, vertical integration, 

technology fit and overall synergy. Also companies 

need to be vigilant in managing their debt obligations.  

Salama, Hasen (2015), conducted a study on “The 

effect of pre and post-merger factors on the 

performance of mergers in Libyan government banks”. 

The objective of the study is to analyze the impact of 

pre-merger factors such as strategic fit and 

organizational cultural fit on merger performance along 

with impact of post-merger factors such as speed of 

integration and integration effectiveness on merger 

performance. The researcher concluded that strategic fit 

were significant with the integration effective while not 

significant with the speed of integration. In addition, 

organizational cultural fit between the acquirer and 

Target Company are not significant and speed of 

integration has a positive impact on Merger & 

Acquisitions performance. 

Cartwright Sue & Cooper Cary L. (2013), conducted 

a study on “The Impact of Mergers and Acquisitions on 

People at Work: Existing Research and Issues”. It was 

found that Merger and Acquisitions entail heavy 

investment amount in order to achieve the target. It is 

highly risky and if it fails, also affect the working lives 

of associated employees. The study suggested that 50-

80% mergers are financially unsuccessful in the long 

run and they represent their financial return as ‘at best 

on each way bet’. 

Research Gap 

Review of literature suggests that different studies have 

been carried out to analyze the financial performance of 

the different sectors like banks, pharmaceutical, 

financial institution etc. (Honey Gupta 2018; Sonia 

Singh & Subhankar Das 2018; Hasen Salama 2015). 

Also a study has done on post merger integration 

process (Melissa E. Graebner, Koen H. Heimeriks, 

Nguyen Huy Guy & Eero Vaara 2017). Moreover,  

most  of  these  studies  have  been  mainly  undertaken  

to  understand the pre and post merger financial issues 

and other issues of a specific company or a sector.  

In order to make Mergers and Acquisitions successful, 

there is a need to study the key issues involved before 

and after merger. This study will help to understand the 

various issues faced by the company at different point 

of time and are the only reason for the failure of 

Mergers and Acquisitions. 

Objectives of the Study 

 To identify the pre and post-merger issues 

 To investigate the impact of pre and post-

merger issues on various companies 

 To figure out the trend analysis of Merger and 

Acquisition from 1999 to 2018 

 To analyze the current scenario of mergers and 

acquisitions in India 
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 To propose effective guidelines for successful 

Merger and Acquisitions 

Research design 

The present study is descriptive in nature and based on 

secondary data. The statistics has been collected from 

the Institute for Mergers, Acquisitions and Alliances 

(IMAA) to analyze the total value of Merger and 

Acquisitions in India along with total number of 

transactions related to Merger and Acquisitions in 

India. Also, trend analysis method is used to examine 

the increase or decrease in the value and transactions of 

Merger and Acquisitions in India. In addition, the other 

required data were collected from books, magazines, 

online journals, periodicals and e-resources.  

Pre-Merger Issues 

 Regulatory issues:- Merger and Acquisitions 

are governed by numerous regulatory like 

Companies Act 2013, Security and Exchange 

Board of India (SEBI), Competition Act 2002, 

Income Tax Act 1961, Reserve bank of India 

(RBI) etc. Companies have to follow the rules 

and regulations of the regulatory authorities. 

Non-compliance of these authorities, merger 

and acquisitions are impossible. In this 

regards, example of HDFC Standard life and 

Max Life Insurance can be considered. 

According to scheme, Max Life would merge 

with its parent company (Max Financial 

Services) and then demerge from Max 

Financial and then merged into HDFC Life. 

But this scheme was not approved by 

Insurance Regulatory and Development Board 

(IRDB) and merger deal was closed. 

 

 Investor’s Attitude: - Investors hold power to 

create or dismantle the market as they are 

direct sources through which companies get 

the capital, therefore their role is very 

important in merger and acquisition deals. 

Their confidence and behavior makes the deals 

successful and failure. The same issues 

happened with Industrial Development 

Financial Corporation and Shriram Finance. 

IDFC’s investor demanded 60 percent 

premium due to dilution of their holdings that 

caused a fear in the Shriram’s Investor. In 

repercussion, the deal was closed before the 

merger. 

 Negative Attitude of Creditors: - A Creditor 

could be a supplier, bank or person that 

provides capital in the form of debentures, 

loans, long- term borrowing etc. to the 

companies that to be paid at a later date. A 

company emerges from the financial distress if 

their creditors keep confidence in it. Their 

positive attitude makes the company 

triumphant and negative attitude wind up the 

company. In this regard, example of Reliance 

Communication and Aircel Merger can be 

taken. Both the companies decided to create a 

new entity to transfer the amount of debt but 

the creditors of the companies opposed with 

the company decision and as a result, merger 

deal was closed. 

 Diverse work culture of the countries: - 

Culture comprises the social behavior, 

knowledge, beliefs, customs, habits and norms 

found in human societies. Every culture has its 

own unique characteristics as well as each 

culture is different from other. These culture 

differences make the merger and acquisition 

ineffective. The example of Apollo tyres and 

Cooper Tire & Rubber Company can be 

considered. Both the companies agreed for 

merger but management and workers stopped 

working as according to them their revenue 

will cut down after the merger. That’s why 

companies have to take their foot back and 

deal closed before the merger. 

 Huge tax liabilities and non-solicit clause: - 

Tax is a liability which to be paid by 

individual, Hindu Undivided Family, 

Companies, Firm and body of Individuals. The 

tax slabs are designed and described by 

government and it is applicable according to 
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the income level. Government collects big 

revenue in form of tax from the companies but 

tax liabilities make the merger and acquisition 

fruitless. The same situation arose before the 

merger of Flipkart and Snapdeal. Snapdeal has 

huge tax liabilities as well as Flipkart has non-

solicit clause for investors for 5 years which 

prevent them to invest in different e-commerce 

companies. Both the issues were sufficient 

enough to close the merger deal. 

Post-Merger Issues 

 Lack of proper communication: - A 

communication is a process through which 

ideas, information, views, facts, finding are 

share with the group to achieve the common 

objectives. Effective communication is the 

successful key for integration of the merger 

and acquisition. Many organizations collapsed 

due to ineffective communication. Example of 

BenQ (Taiwan Company) and Siemens 

(German Company) can be taken.  BenQ 

acquired the Siemens in 7th June, 2005 to 

become a leading player in mobile phone. But 

the employees of Siemens felt that they were 

cheated and grassed by the German executives 

who disappointed them and they had no faith 

on BenQ. In consequences, acquisition failed. 

 

 Dissimilarities in corporate culture and 

values: - Corporate culture is the behavior that 

determines how management and employees 

interact with each other. It is implied in nature 

and changes over the time period. It is very 

crucial factor for the fruitful Mergers and 

Acquisitions. If the culture of both the 

company does not match, Merger and 

Acquisition get fail like as merger of Daimler 

and Chrysler. Both the company belongs to 

same industry and produced same product but 

have different types of culture atmosphere and 

values. Their operating styles, philosophies 

and formality are different. Employees faced 

these issues and merger got failed. 

 

 Inadequate due diligence: - Due Diligence is 

a documentation process to assess the value of 

the business. It confirms all the facts related to 

the financial transaction and determine that the 

firm should proceed or not. It plays an 

important role in the succession of Merger and 

Acquisition. Example of Bharti Airtel and 

Zain (Kuwait based Telecom Company) can 

be considered. Bharti Airtel acquired Zain in 

Africa. After few years company suffers losses 

because of low EBITDA (Earnings before 

interest, tax, depreciation and amortization) as 

Zain had not invested required assets in Africa. 

Due to lack in due diligence, Bharti Airtel 

faced this issue. As a result acquisition got fail. 

 Excessive amount of Debt: - Debt is a source 

of fund for the company. It facilitates to 

expand the business as well as it reduces the 

tax burden. That is why company always uses 

debt capital in the business. But sometimes 

excessive debt becomes a reason of failure of 

Merger and Acquisition.  Example of Suzlon 

Engergy Ltd and German Senvion can be 

considered. Suzlon acquired Senvion to repay 

the debt by using FCCB (Foreign Currency 

Convertible Bonds) but could not achieve the 

target and sell out the Senvion to US private 

equity firm Centrebridge Partners LP. 

 Internal Political issues: - Every organization 

faces the internal politics but when it extent a 

limit, it becomes a hurdle for the organization 

and organization get collapsed. Google and 

Nest labs are a suitable example of it. In 2014, 

Google acquired Nest Labs for entering into 

smart homes. Nest labs were founded by Tony 

Fadell (co-creator of iPod) and Matt Rogers 

(co-founder of Nest labs). Google were 

planning to bring Tony Fadell on Board of 

Management. But due to internal issues and 

politics, product innovation got delay and both 

the founder have left the company.  
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Trend Analysis of Mergers & Acquisition in 

India from 1999 to 2018 

To analyze the growth of Merger and Acquisition 

in India from 1999 to 2018, Trend Analysis method 

is used. It is a technique that evaluates the financial 

information over a period of time. It provides 

information that what has happened in past and 

gives an idea about the future.  It is calculated as 

current year value minus base year value and then 

divided by the base year value. 

Trend Analysis Formula=  

 Trend Analysis of  Merger & Acquisition Value from 1999 to 2018   

Period Merger & Acquisition 

Value (in bil. USD) 

Increase / 

Decrease 

Difference in % 

1999-2002 28.92 - - 

2003-2006 84.10 55.18 190.80 

2007-2010 204.17 175.25 605.98 

2011-2014 134.46 105.54 364.94 

2015-2018 279.38 250.46 866.04 

 

The above table represents value of Merger and 

Acquisition from 1999 to 2018. To calculate the 

difference in percentage, trend analysis method is 

used. M&A value was 28.92 USD billion in 1999-

2002 while it was 84.10 USD billion in 2003-2006. 

There is an increase around 190.80%. If we 

compare the period 2003-2006 to 2007-2010, it 

increased to almost 605.98% (considered base year 

value). It was a drastic difference due to rapid 

economic development. If we compare 2007-2010 

with 2011-2014, M&A value were decreased. But 

if we compare 2011-2014 with 2015-2018, it was 

found that there is an increment. It was increased 

around 866.04% (considered base year value).

 Trend Analysis of number of Merger & Acquisition from 1999 to 2018 

Period No. of Transactions Increase / 

Decrease 

Difference in % 

1999-2002 2578 - - 

2003-2006 4172 1594 61.83 

2007-2010 5,535 2957 114.70 

2011-2014 4,159 1581 61.32 

2015-2018 5,938 3360 130.33 

 

The above table represents the number of Merger and 

Acquisition happened during 1999- 2018. In the period 

1999-2002, M&A transaction were 2578 while in 2003-

2006, it was 4172. There is an increment around 
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61.83%. If we compare 2003-2006 with 2007-2010, 

there was an increment approximate 114.70% 

(considered base year value). While in the period 2007-

2010 with 2011-2014, there was a decrease. If we 

compare 2011-2014 with 2015-2018, there was again 

more than double increment i.e. 130.33% (considered 

base year value). 

 

 

 

 

 

 

Merger and Acquisition in India (1999-2018) 

Source: Institute of Mergers and Acquisitions and 

Alliances  

 

Merger and Acquisition in India -2019 

 

At global level, value of Merger and Acquisition is 

about $3.9 trillion in 2019 which makes the fourth 

strongest year for deal making as well as the number of 

Merger and Acquisitions increases worth more than $10 

billion, according to preliminary figures published by 

financial data provider Refinitiv.  Mergers and 

Acquisitions deal around 47,000 will be announced in 

2019 which represent a decrease of 12% as compared to 

2018. Also the value of transaction will be around 3.5 

trillion USD as compared to 2018 which depict a 

decline of 14% according to Institute for Mergers, 

Acquisitions and Alliances (IMAA).In addition, 

Mergers and Acquisitions will decline globally from 

USD 2.8 trillion in 2019 to USD 2.1 trillion in 2020 as 

per Baker McKenzie report.  

 

In 2019, Investment in Merger and Acquisition 

increases around 40 to 46 percent equal to $100 million 

according to Tracxn data. The early- stage funding in 

2019 was $693 million while it was $334 million in 

2018. It is almost more than double. Also there is an 

increase around 22% in the number of deals and 70% 

increase in deal size, according to venture debt fund 

InnoVen

.Top Mergers and Acquisitions deals in 2019 

Company Acquired by  Acquisition Amount* ($ 

million) 

Yatra Ebix 338 

Qwikcilver PineLabs 110 

Haptik** Reliance Jio 100 

ShopClues Qoo10 100 

Wibmo PayU 70 

Fynd** RIL 43 

Innov 8 Oyo 32 

Zefo Quikr 29 

Meru** Mahindra & Mahindra 28 

 

Source- Tracxn 

*Amount has been rounded off 

**These are more than 50% investment deals 

 

On 1st April, 2019, Vijaya Bank and Dena Bank merged 

with Bank of Baroda and become a third largest lender 

of the India. In September 2019, the finance minister 
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Nirmala Sitharaman announced to merge ten PSBs 

(Public Sector Banks) into four in order to transform 

the banking sector for next-generation and to 

recapitalize the lenders on global scale. As per scheme, 

Oriental Bank of Commerce (OBC) and United Bank of 

India (UBI) will merge with Punjab National Bank 

(PNB) on 1st April 2020 and would become a second 

largest public sector lender after the State Bank of India 

(SBI). In addition, Syndicate Bank would merge with 

Canara Bank; Allahabad Bank would merge with 

Indian Bank and Union Bank would acquire Andhra 

Bank and Corporation Bank. The proposed merger will 

enhance the credit limit of the lenders and will 

represent a strong India and able to reach globally. 

 

Valuable guidelines for success of Merger and 

Acquisitions 

 Guidelines for Pre-merger 

 Choosing the right partner: - Before any 

merger, compatibility with the partner 

should be matched.  The wrong choice of 

partner can lead to difficult negotiations 

and loss of information. 

 Mutual Trust between the parties:-

Mutual trust between the management of 

both parties ensures that negotiations run 

smoothly, leading to a higher chance of 

the deal being brought to a favorable 

conclusion.  

 Due diligence and proper valuation: -In 

addition to the factors mentioned above, 

the quality of the valuation after thorough 

due diligence is important. Due diligence 

in mergers and acquisitions is an in-depth 

study of the history, mission, values, 

culture and financial reports of an 

organization and is necessary to obtain an 

adequate valuation. 

 Experience from previous mergers and 

acquisitions: -Experience from previous 

mergers and acquisitions can play a huge 

role, according to some economists, while 

others contend that it has no effect 

whatsoever. What really matters is that the 

management team learns from previous 

experiences – experience alone doesn’t 

increase the chance of success. 

 Communication before the execution of 

the merger or acquisition: -A high-

quality management team and trustworthy 

consultants play a large role in this: They 

guide the process and furthermore ensure 

that communication within the company 

remains open and honest. Stressed-out 

employees, distracted by the uncertainty 

of an impending merger, can cause the 

company’s performance to plummet.  

 

  Guidelines for Post-merger 

 Quality of the plan: -Naturally, 

everything starts with a structured, 

detailed plan of action: The organization 

chooses how the target will be 

implemented and this needs to happen 

according to a comprehensive plan backed 

by compelling logic. 

 Execution of the plan: -The most crucial 

factor in the post-transaction phase is the 

“high quality of the execution of the 

implementation policy.” Once a consensus 

about the right strategy is reached, it is, of 

course, vital that the practice reflects the 

plan as closely as possible: Poor 

communication creates confusion among 

the executors. Change management and a 

sound cost estimate during the process 

enable changes to be made efficiently. 

 Communication during the 

implementation: -The most important 

factor for maintaining trust during this 

complex process is once again 

communication, primarily from the 

management. Coherently conveying the 

integration plan to your employees 

ensures that it is implemented smoothly.  

 Strategic fit: -Additionally, you have to 

pay attention to how the strategy of the 
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target aligns itself with that of the 

initiator: If the target has complementary 

assets and strategies, few adjustments are 

required, but if this isn’t the case, the 

integrated company needs to undergo 

changes to ensure a strategic fit. 

 Organizational fit: -An organizational fit 

is obtained by ensuring that parallel 

structures in the two organizations are 

unified efficiently. With two companies 

operating in the same industry, this will 

most likely develop more easily than 

when different sectors are involved. Even 

so, in this case it’s often possible to unite 

departments like human resource 

management and marketing. 

 Cultural fit: -A cultural fit isn’t always 

self-evident. Research shows that the 

geographic location of the parties has very 

little impact – which is beneficial for 

international mergers or acquisitions. But 

bringing together different national or, on 

a smaller scale, corporate cultures, can 

result in a lot of miscommunication. Here, 

especially, thought-through management 

is a must. 

 Calculation and realization of 

synergies: -Potential synergies are often 

the motivation behind an acquisition: 

When one organization takes over 

another, operational costs can be lowered 

because the organizations complement 

each other, leading to significant gains. 

Ensure the feasibility of the planned 

synergies by estimating them carefully 

and following through on your strategy. 

Conclusion 

For whatever reason mergers and acquisitions occur, it's 

vital that the decision makers take the intangible factors 

into account. It’s difficult to quantify the human side to 

mergers, and they are often overlooked. Typically, 

CEOs would overlook this aspect because of the notion 

of being able to rehire employees and managers. 

However, in the long term this is detrimental to the 

outcome of the merged organization. In order for CEOs, 

executives and managers to fully understand the extent 

to which the merger will affect the culture, they must 

develop a culture strategy. Through continuous 

feedback, managers will be able to understand their 

employees concerns and issues before they are a threat 

to the company in the long run. By implementing such 

a strategy, the merging company can understand where 

the cultural differences are, engage with employees 

throughout the merging period and carry out a 

successful culture shift. Besides this, valuation and 

various regulatory issues should also be considered 

before any M&A deal. 

The problems an organization faces due to merger and 

acquisition can be relatively minor, involving structural 

and cultural adjustments that don’t feel major enough. 

But sometimes, the results are devastating. So, through 

this research paper, it can be concluded that both pre 

and post phases of M&A should be carefully planned 

and synchronized in order to make it sustain for long 

period of time. 
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