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MANAGERIAL DISCRETION AND TAKEOVER PERFORMANCE

Abstract
We investigate the relation between takeover performance and board share ownership in the acquiring company, for a sample of 363 UK takeovers completed between 1985-96. Consistent with prior studies for our sample period, sample takeovers have a positive impact on profitability and a negative impact on short and long run share returns. We find no evidence of a relation between announcement period share returns and board ownership. However, we do find strong evidence of a non-linear relation between board ownership and long run takeover performance, both in terms of share returns and profitability. Acquirers with board ownership levels below 10 percent and above 25 percent carry out takeovers which have a significantly worse impact on long run share returns and profitability than acquirers with board ownership levels between 10 and 25 percent. This finding is robust to controlling for other factors that determine takeover performance. 
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1.  INTRODUCTION

Many acquiring companies are not run by the people who own them. When managers hold little equity in the firm and shareholders are too dispersed to enforce value maximization, corporate assets may be deployed to benefit managers rather than shareholders. Such managerial benefits can include pursuit of such non-value maximizing objectives as empire building and diversification through takeovers. According to Jensen and Meckling (1976), as management ownership rises, managers bear a larger share of these costs and are hence less likely to squander shareholder wealth through managerial takeovers. In addition, it has been argued that where countervailing shareholder power to discipline managers exists in the form of off board institutional shareholdings, takeovers may be more value creating than when such power is absent (Cosh et al., 1989 and 1998). Fama and Jensen (1983) have pointed out that in the absence of other offsetting board holdings, management which owns a substantial fraction of the firm’s equity may have enough voting power or influence to avoid the discipline of takeover.
 With effective control, the entrenchment hypothesis predicts that even with substantial ownership of cash flow rights, managers have incentives to take actions that benefit themselves in other ways at the expense of other shareholders. For example, when managerial shareholdings consist of large undiversified positions, managers may favour lower risk projects even if they are negative net present value opportunities. In addition, because of their ownership position, managers can potentially expropriate wealth from minority shareholders.
 Board share ownership may therefore lead to performance which is either consistent or inconsistent with shareholder welfare maximizing behaviour. 

Empirical studies for both the US and UK have in fact found evidence of a non-monotonic relation between board ownership and company performance in general. Morck, Shleifer and Vishny (1988) find that the value of Tobin's Q at first increases with board share ownership, decreases and then increases again whilst McConnell and Servaes (1991), and Hermalin and Weisbach (1991), find an inverted U-shaped relationship.  For the UK, Short and Keasey (1999) and Faccio and Lasfer (1999), find evidence broadly consistent with Morck, Shleifer and Vishny (1988). Their interpretation of these results is that once the conditions necessary for entrenchment are reached, further ownership bestows no further entrenchment. The convergence-of-interests effect, in contrast, operates throughout the whole range of ownership. Therefore once entrenchment is reached, further ownership will result in an increase in company performance.

As regards the impact of managerial ownership on takeover performance, previous studies have focused exclusively on the announcement period share returns of the merging firms. Taken as a whole, these studies suggest that bidder share returns increase linearly with board shareholdings (Lewellen et al., 1985; Loderer and Martin, 1998; and Shinn, 1999).
  These studies therefore suggest that the detrimental effects of entrenched management observed with company performance in general do not apply in the case of corporate takeovers, although one study (Hubbard and Palia, 1995) does document evidence of a U-shaped relationship. Hubbard and Palia (1995) argue that at sufficiently high levels of managerial ownership, managers hold a large non-diversified financial portfolio in the firm. Such management will pay a premium for risk reducing acquisitions, even if the value of the acquiring firm decreases.

A limitation of the takeover event studies is the assumption that capital markets are sufficiently informationally efficient for announcement effects to accurately reflect long run effects. However, managerially motivated takeovers stand out as being more likely to result in misvaluation of takeover performance by the stock market at the time of announcement. Because of the relatively low value creation in managerial takeovers, bidder management may be motivated to present an overly optimistic forecast to stock market analysts. If so, and if the market cannot identify such bidders, their takeovers may be overvalued at announcement. In this paper we attempt to make a systematic analysis of board ownership in the acquiring firm with the long run profit and share return effects of takeovers. It is this examination of both accounting and share price methodologies over the long run, which primarily distinguishes our study from previous studies examining the impact of board ownership on takeover performance. Using both stock price and accounting performance allows us to alleviate some scepticism resulting from methodological problems associated with both methods. Furthermore, as pointed out in Healy, Palepu and Ruback (1992), stock price performance studies cannot determine whether gains (or losses) around a takeover announcement are due to economic improvements or capital market inefficiencies. However, a study combining the two methodologies may be able to relate any change in operating performance to a related change in stock price performance. 
We study the short and long run post-takeover performance of a sample of 363 domestic UK takeovers, which occurred between 1985-1996. Consistent with prior studies for our sample period, sample takeovers have a positive impact on profitability and a negative impact on short and long run share returns. We find no evidence of a relation between short run announcement period share returns and board ownership. However, we do find strong evidence of a non-linear relation between board ownership and long run takeover performance, both in terms of share returns and profitability. Acquirers with board ownership levels below 10 percent and above 25 percent carry out takeovers which have a significantly worse impact on long run share returns and profitability than acquirers with board ownership levels between 10 and 25 percent. This finding is robust to controlling for other factors that determine takeover performance and different performance methodologies. 

Section 2 describes the data and the methodology. Section 3 examines the relation between takeover performance and the board ownership of the acquirer. Section 4 concludes.  

2. DATA AND METHODOLOGY 

(i) Data

We examine a comprehensive sample of acquisitions of UK public companies by other UK public companies, completed between January 1985 and December 1996. The sample acquisitions are drawn from the Thomson Financial publication Acquisitions Monthly. Takeovers are defined as occurring when the acquirer owns less than 50 percent of the target’s shares before the takeover, and increases its ownership to at least 50 percent as a result of the takeover. We include takeovers for which both bidder and target accounting data is held on the Datastream Database for a minimum period of one year prior to and following takeover. Consistent with previous studies, we exclude takeovers involving financial and property companies because they are subject to special accounting requirements, making them difficult to compare with other companies. This results in a sample of 363 acquisitions. 

Table 1 reports transaction characteristics for the sample acquisitions. The average relative size of target companies to acquirer companies (in terms of market value) at the time of the acquisition is 51 percent, indicating that our sample of takeovers represent significant investments for the bidders involved. The average market-to-book value of acquirers is 3.46. The average bid premium offered (measured as the final offer price minus the price one month prior to announcement) is 27 percent. The majority (61 percent) of the acquisitions take place in the 1980s compared to the 1990s. A minority (35 percent) of sample acquisitions involve two firms in the same Datastream Industrial Classification Level four,
 and are classified as horizontal. A small minority (18 percent) of the sample acquisitions are rejected by target management and are thus defined as hostile in nature. In terms of the method of payment used, 12 percent involve the use of a pure cash offer, 27 percent involve the use of pure equity method, whilst the majority (62 percent) involve the use of a mixture of payment currencies. 
INSERT TABLE 1 ABOUT HERE
Information on managerial shareholdings was collected from the Hambro Company Guide. This database contains information on the ownership structure of the vast majority of UK listed companies, and was available for each acquiring sample company.
 In this work we measure total executive and non-executive director shareholdings at the last accounting year-end prior to takeover. Panel A of Table 2 reports summary descriptives on acquirer board share ownership, remuneration, option holdings, and non-board external large shareholdings. The first column reports the percentage of ordinary shares owned either beneficially or non-beneficially by the board of the acquirer excluding options.
 The mean combined stake of all board members is 7.88 percent. The median stake, however, is only 1.92 percent, suggesting that the distribution is skewed, which is confirmed by the skewness measure. Indeed, in 146 firms (40 percent of the sample), board holdings totalled to no more than 1 percent of outstanding equity, and in 95 of our firms (26 percent of the sample), total board members owned no more than 0.2 percent of the firm. Nonetheless, in 36 percent of our sample the board owned more than 5 percent of the firm, in 24 percent of the sample the board owned more than ten percent whilst in 13 percent the board owned more than 20 percent. Board ownership levels for our acquirers are very similar to that reported for previous UK studies suggesting that our sample of bidders is representative. For example, Sudarsanam et al. (1996) report a mean ownership of ten percent for the period 1980-1990. However, these board ownership levels for bidders are notably lower than those for UK companies in general. Short and Keasey (1999) report average (median) levels of 12.5 percent (5.6 percent) between 1988 and 1992, whilst Faccio and Lester (1999) report average (median) levels of 16.74 percent (7.95 percent) between 1996 and 1997. This probably reflects the above average size of acquiring firms. 
INSERT TABLE 2 ABOUT HERE
Because the takeovers sampled span over one decade, the sterling value of board holdings cannot of course be readily compared across the various events. Nonetheless, some sense of the general orders of magnitude of shareholding and compensation may be useful in establishing the context of the analysis. The median remuneration of the board of the acquirer, in the year preceding the takeover is £517,000. The median values of shares directly owned (excluding options) amount to £2,065,500.
 The mean share ownership values are much larger, owing to the presence in the sample of several very sizeable board holdings (eleven of which are in excess of £100 million). Therefore, the median shareholding values are almost four times the magnitude of median remuneration. Cosh and Hughes (1987) and (1997) show that such figures represent a massive rise in the importance of board stock ownership since the early 1980s (although these figures are substantially smaller than those reported for the US (Loderer and Martin, 1998)). It appears quite possible that despite the increase in share ownership, an increase in remuneration due to increased firm size via takeover, may still outweigh any loss in the value of shares as found by several studies (Lambert et al., 1987). 

Table 2 also shows the importance of stock options for the boards of acquiring companies. Options have become increasingly important in the UK over the time period of our study, and play a similar incentive role to shares. For the 318 companies for which we have information on board options, their median value is roughly one quarter the median value of shares held for the 363 sample companies. The figure is lower at one seventh when we consider their mean values.

As noted above, external shareholdings can play a potentially important role in constraining boards where agency problems exist. External shareholders are measured as those which own above five percent before 1989, and above three percent after 1989. For our sample of acquirers, Table 2 shows that the median value of the largest external shareholding is 7.03 percent, compared to 1.92 percent for board ownership, indicating the importance of external shareholdings. We also report statistics on the sum total of large external shareholders. The median value is 10.08 percent. This suggests that the median sample company does not have a large number of large external shareholders. 

The correlation coefficients for the measures of board ownership, remuneration, options, external shareholdings, and company size are presented in Panel B of Table 2. The most consistent result to emerge from Panel B is the strong positive correlation between firm size and the value of board shares, options and remuneration. There is also a significantly negative correlation between the percentage holdings of shares and options with firm size. This suggests the need to control for firm size when examining the impact of board percentage holdings on takeover performance. However, we note that the percentage of ordinary board holdings is significantly positively correlated with the market value of these holdings, possibly suggesting that the percentage measure also accurately represents the incentive effects faced by bidder boards.

(ii) Methodology 

In this section we describe the methodology employed in the study. The profitability methodology is described in Section 3(ii)(a) and the event study methodology in Section 3(ii)(b). 

 (a) Profitability
For the profitability measure we examine the pre- and post-takeover profitability of bidders and targets, relative to control firms matched on industry and profitability. The numerator of our profitability measure consists of operating profit plus other income and extraordinary items before interest paid and taxation. Other income is included to capture profits from joint ventures, which, if excluded, could cause an upward bias when what was previously associate income is consolidated in post-takeover operating profit. Extraordinary items are added to profits because in the UK over this period, acquirers could exclude integration costs from profit by classifying them as extraordinary items. The denominator of our profitability measure is the average of beginning- and ending-period book value of total assets. 

The weighted average performance data of the bidder and target firms is calculated over the three years before the takeover (years –3 to –1) to obtain the proforma pre-takeover performance of the combined firms. We then compare this pre-takeover benchmark with the three-year post-takeover performance (years +1 to +3) of the bidder to measure the change in performance caused by merger. Consistent with previous studies, we exclude year 0, the year of consolidation, from the analysis. This is because with acquisition accounting, the consolidated profit and loss account of the acquirer in year 0 will only show that proportion of the target’s profits earned since the date of acquisition.

Barber and Lyon (1996) show that profitability can be determined by industry or firm specific factors such as profitability. Sample firm profitability is therefore measured relative to control firms matched on industry and profitability, based on the methodology suggested by Barber and Lyon (1996). The control firms are selected from all firms listed on Datastream, which neither made, nor received, a takeover offer for a public company during the three years before and after the acquisition year and that had accounting data on Datastream over this period. The control firms are selected by first matching each sample firm to all non-merging firms in the same Datastream Industrial Classification Level four. Secondly, to match on profitability, we select the firm within this industrial code with the profitability closest to the sample firms’ profitability in the year prior to takeover. The abnormal profit return is the difference between the value for the combined firms and the value for the weighted-average control firms. The weights for the control firms are the relative book equity sizes of bidders and targets in year –1. If acquirers die within the four post-takeover years then the year of death becomes the final year of analysis, for both the acquirer and the control firm. 

Although our matching procedure matches on profitability, in order to further control for the well known regression to the mean in profitability, we employ a regression-based approach to estimating any improvements in post-takeover performance, as previous studies have done (Manson et al., 2000; and Powell and Stark, 2005). This involves regressing the post-takeover abnormal profit rate for each acquisition on an equivalent pre-takeover abnormal profit rate as follows:  
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Where ROEpre is the mean abnormal profit rate for the three pre-takeover years, and ROEpost is the mean abnormal profit rate for the three post-takeover years. The coefficient β allows for mean reversion in profitability and the intercept α is interpreted as an estimate of the average improvements in performance. By controlling for pre-takeover performance in this way, the mean amount of post-takeover performance left unexplained (i.e., the intercept α) must be, by definition, attributable to the takeover. 

Over our sample time period, UK acquirers could account for acquisition using either acquisition or merger accounting.
 Acquisition accounting involves capitalising goodwill on the acquirer’s balance sheet, and amortising over time. Merger accounting, on the other hand, involves the acquirer and acquiree assets and liabilities being added together without any goodwill being capitalised. If goodwill arises on acquisition and is capitalised on the acquirers balance sheet, this may cause a downward bias on profitability compared to the pre-bid proforma combined performance, both because the asset base is larger and the amortization charge decreases profits. Because of this, US studies (see for example, Healy, Palepu and Ruback, 1992) and recent UK studies (see for example, Manson et al., 2000; and Powell and Stark, 2005) employ the market rather than book value of assets as the denominator.  However, from the start of our sample period to 1998, nearly all UK acquiring firms used the acquisition method but then immediately wrote-off the purchased goodwill from their book equity (Higson, 1998),
 which save for the restatement of acquired assets at fair values, is substantially the same as merger accounting. The expected capitalised goodwill is therefore expected to be negligible.
 Furthermore, we show below that for our sample acquisitions, there is evidence that investors appear to lower their assessment of takeovers in the post-takeover period, causing a reduction in the market value of assets. Healy, Palepu and Ruback (1992) show that under these circumstances, using a market value denominator could lead to an increase in profitability post-merger, even if profits are held constant. 

(b) Event Study Methodology

We follow Brown and Warner’s (1985) standard event study methodology to calculate cumulative abnormal returns for the 3-day period (-1, 1) around the announcement date (0). The abnormal returns are estimated using the market-adjusted model, where the benchmark return is the contemporaneous return on the Datastream UK equal weighted market index. The t-statistics are estimated using the cross-sectional variation of abnormal returns. Daily returns are available for 354 of the 363 sample acquisitions.  
We estimate abnormal share returns for the 36-month post-takeover period as buy-and-hold abnormal returns, beginning the month following completion through the end of the 36-month period following the completion month, or until the acquirer is delisted. The underlying parameter of interest in this study is the long-run performance of sample firms, and we therefore employ buy and hold returns rather than cumulative average returns (see e.g., Barber and Lyon, 1997).The abnormal returns are estimated relative to the acquirer industry and profitability matched control firms described in Section (3)(ii)(a) above. We adopt the control firm approach because it avoids the skewness and rebalancing biases inherent in a reference portfolio approach although it is nevertheless susceptible to the new listing bias described by Barber and Lyon (1997). The t-statistics are estimated using the cross-sectional variation of abnormal returns. As with the accounting rate of return methodology, where acquirers die within the 36 post-takeover months then the month of death is the final month of evaluation, for both the acquirer and the control firm. Long run returns are available for 359 of the 363 sample acquisitions.
3. EMPIRICAL RESULTS

In this section, we evaluate the relation between board ownership and the impact of takeovers on performance. In Section 3(i) we consider the takeover performance of our sample firms as a whole in terms of both profitability and share returns. In section 3(ii) we consider the relation between board ownership and takeover performance. 

(i) Takeover Performance of Sample Firms

Panel A of Table 3 reports the takeover performance for the entire sample of 363 acquirers. Column 2 of Panel A shows that the mean announcement abnormal return earned by all our sample acquirers is -1.20 percent, which is statistically significant from zero at the one per cent level. Therefore, over the three days surrounding the acquisition announcement, the stock market overall assessment is that acquisitions will result in a small but significantly negative effect on acquirer value.  This finding is consistent with two recent UK studies for our period which also report significantly negative abnormal announcement returns to acquirers (Sudarsanam and Mahate, 2003; and Conn et al., 2005).
INSERT TABLE 3 ABOUT HERE
Column 3 of Panel A in Table 3 reports the abnormal return over the 36-month post-acquisition period. The mean return is –14.96 percent which is significant at the five percent level. This result is consistent with other long run studies of UK acquirers over this sample time period such as Gregory (1997), Sudarsanam and Mahate (2003) and Conn et al. (2005).
Column 4 of Panel A in Table 3 reports the intercept ( from equation (1), which measures the impact of takeover on profitability. The intercept has a value of 2.01 percent, and a t-statistic of 2.29 which is significantly different from zero at the five percent level.  This indicates that there is a significant improvement in the merged firms profitability in the post-takeover period. The estimate of (, not tabulated, is 0.72, indicating that adjusted pre-takeover profit returns tend to persist over time, but with substantial regression to the mean. This finding of a positive impact of takeover on profitability is consistent with other UK studies for our time period (Manson et al., 1994; Chatterjee and Meeks, 1996; Manson et al., 2000; and Powell and Stark, 2005).  
To summarize, our results show that takeovers result in significant share price losses over both the short and long run period surrounding the acquisition, yet also result in a significant increase in the profitability for the merging firms. These results are consistent with prior UK studies over our sample period.

(ii) Board Ownership and Takeover Performance

In this section we consider the relation between board ownership and takeover performance, in terms of firstly univariate and then multivariate analysis. Panel B of Table 3 reports takeover performance, in terms of announcement returns, long run returns, and the change in profitability,
 for different levels of board shareholding. 
Column two reports announcement returns by board ownership level. There is little evidence that board ownership has a significant impact on announcement returns. Bidder abnormal returns are small and negative for most shareholding levels and there is no evidence of a linear or non-linear relation between announcement share returns and board ownership. However, columns three and four reveal a distinct and consistent pattern in terms of the long run share return performance and change in profitability. In particular, the data reveal two distinct break points, which occur at roughly 10 and 25 percent. For long run returns, when board holdings are below 10 percent (low), the abnormal return is –21.65 percent which is statistically significant at the one percent level. When board holdings are in between 10 and 25 percent (medium), takeover has an insignificantly positive impact on long run returns which are 26.99 percent. However, when board holdings are greater than 25 percent (high), abnormal returns are a significantly negative -27.17 percent. The t-test for differences in abnormal returns between low and medium acquirers, and between medium and high acquirers are both statistically significant at the five percent level. In terms of changes in profitability, takeovers by low ownership acquirers have a small positive and statistically significant impact on profitability of 1.48 percent. Acquirers with medium board holdings result in a large positive statistically significant impact of 12.83 percent. However, when board holdings are high, takeover has an insignificantly negative impact on profitability of some -2.67 percent. The t-test for differences between the low and medium groups and between the medium and high acquirer groups are statistically significant at the five and ten percent levels respectively. The relation between takeover performance and board ownership is presented graphically in Figure 1 below.

INSERT FIGURE 1 ABOUT HERE
To examine the relationship between board ownership and takeover performance further, we carry out multiple regression analysis. To examine the precise nature of the relation between board ownership and takeover profitability, we experimented with different econometric specifications. Whereas the alignment of interests hypothesis predicts that larger stakes should be associated with better takeover performance, the prediction of the entrenchment hypothesis is much less clear-cut, suggesting that company performance can be adversely affected for some range of high ownership stakes. Since theory provides relatively little guidance as to what this relationship should be, we follow the approach of Morck, Shleifer and Vishny (1988) and use the specification that best fits the data. Specifically, we estimate a regression with two dummy variables, low and high board ownership. The low board ownership dummy variable is set equal to one if board ownership is less than 10 percent, zero otherwise. The high board ownership dummy variable is set equal to one if board ownership is more than 25 percent, zero otherwise. In additional tests, we used a squared and cubic polynomial regressions as well as piecewise coefficients. However, the results with the low and high dummy variables are stronger in the sense of having lower R2, suggesting that the data prefer this particular parameterisation.

We introduce additional independent variables into the regression to determine whether our results are sensitive to the inclusion of other factors that have been advanced as important determinants of takeover performance, and possibly also associated with board ownership. This analysis addresses the concern that any correlation between takeover performance and board ownership is a spurious result of a correlation between these two variables and a third omitted variable (Himmelberg et al., 1999). Our explanatory variables, are as follows: Largest external shareholder is defined as the fraction of stock owned by non-board shareholders with more than three percent (five percent prior 1989) ownership in the company in the year preceding the takeover. It is argued that large concentration of shares amongst outside owners facilitates the monitoring of the non-value maximizing actions of managers, decreasing the likelihood that management will carry out takeovers which decrease firm value (Cosh et al., 1989). Amihud and Lev (1981) show that diversifying takeovers are more likely when managerial shareholdings are high, whilst Morck et al. (1990) and Megginson et al. (2004), show that such takeovers are value destructive. We therefore include a dummy variable, horizontal, which equals one if the bidder and target are in the same two digit Standard Industrial Classification (SIC), and zero otherwise. Hostile is a dummy variable which equals one if the takeover is hostile and zero if friendly. All-stock method of payment, is a dummy variable which equals one if the method of payment is a 100 percent equity bid, zero otherwise. Martin (1996) shows that acquirers with extremely low and high ownership acquirers are more likely to use equity as their method of payment. Since equity bids have generally been shown in the literature to be associated with poor takeover performance (Loughran and Vijh, 1997) the significantly negative impact of low and high ownership may not hold once we control for the method of payment. The use of percentage measures to measure incentive effects is problematic when firms differ in size, since a small percentage holding in a large firm may still be large enough in monetary terms to have huge incentive effects. We therefore include the natural logarithm of acquirer size, measured as the market valuation of the acquirer at the end of the financial year prior to takeover. We also include the relative size of the transaction, measured as the transaction value divided by acquirer size. Rau and Vermaelen (1997) show that market-to-book value (MTBV) has a significantly negative effect on post-takeover long run share returns, whilst Cho (1998) shows that MTBV has a significantly positive effect on board ownership. We follow a similar procedure to Rau and Vermaelen (1998), by ranking our acquirers into ten equal sized deciles according to their MTBV at the time of acquisition (where ten is the highest decile) and we include the decile rank in the multiple regressions. 

Table 4 reports the results of the multiple regression analysis. For each performance measure, we report the results from running two regressions; one with only the board ownership variables, and one with both the board ownership levels and the control variables. Consistent with the univariate results, we find no evidence of significant relation between board ownership and announcement returns for bidders. Columns 2 and 3 show that the coefficients for low and high board ownership levels are statistically insignificant. We also experimented with a variety of linear and non-linear specifications for announcement returns but found no significant relation. Our study thus differs from previous US event studies but is consistent with that of Firth (1980) for the UK. Columns 4-7 report the regression results for the long run return and profitability measures. Here our conclusions from the univariate analysis are very much reinforced. For all regressions, the low and high ownership variables are significantly negative at the five percent level. The results are consistent with the studies of general company performance such as Morck et al. (1988) for the US, and Keasey and Short (1999) and Faccio and Lasfer (1999) for the UK.
None of the control variables have a consistent significant effect across each performance measure. The coefficient for largest external shareholder in the profitability regression is negative and significant at the ten percent level, although insignificantly positive in the long run return regression. We therefore find no evidence that the presence of large external shareholders in the acquiring company is associated with improved takeover performance. The all-stock method of payment coefficient is negative for each performance measure, but only significant for the long run return regression. The coefficient for acquirer size is significantly positive for announcement returns but statistically insignificant for the other regressions. The coefficient for relative size is significantly negative for announcement returns but statistically insignificant for the other regressions. The coefficients for the other control variables are statistically insignificant. 

INSERT TABLE 4 ABOUT HERE
(iii) Robustness Tests 
We carry out several further tests to check the robustness of our key findings. Firstly, our sample selection procedure does not exclude multiple acquisitions by the same acquirer. However, some previous studies (i.e., Manson et al., 1994; and Manson et al., 2000) select merging firms that are not contaminated by other significant acquisitions in the two years surrounding the acquisition. To test the robustness of our results, we exclude confounding acquisitions in a similar way to that used by Manson et al. (2000).  Firstly, we exclude sample acquisitions if they are preceded or followed by a significant acquisition (relative size > one third) within three calendar years either side of the acquisition year. This results in 40 acquisitions being excluded.
 The results for this subsample of 323 acquisitions are very similar to that for the full sample. The coefficients for the low and high board ownership dummy variables are significantly negative at the five percent level in all long run share return and profitability regressions and hence our results appear robust to these alternative sample selection requirements. 
We also re-estimated our results using alternative measurements for our dependent variables. Firstly, we employed alternative counterfactual measures. We recalculated the daily abnormal announcement returns using a capital asset pricing model, a mean-adjusted model (Brown and Warner, 1985), as well as relative to the industry and profit matched control firms. The results obtained showed no evidence of a significant relation between announcement returns and board ownership and were thus very similar to those obtained using the market-adjusted model. To check our long run results, we employed an alternative control firm matched on industry and size (total assets in the year prior to acquisition), rather than industry and profitability. Our key findings were unchanged using this alternative measure. Abnormal long run returns and profitability were significantly negatively related to low and high levels of board ownership. 

 We calculated announcement period returns on a monthly basis over the entire announcement period both relative to both the market index and to the industry and profit matched control firms. Again the results were unchanged. Given the different effect of ownership on the short run and the long run returns, the question arises as to how the overall short and long run share returns relate to board ownership. To examine this, we calculated a buy-and-hold share return which starts at the beginning of the announcement month and lasts until 36 months after the completion month. The results using this overall measure are very similar indeed to those for the long run, with low and high board ownership having a significantly negative effect on overall share returns. To test the robustness of our profitability results, we recalculate our results using sales as the profitability denominator rather than total assets, following Powell and Stark (2005). Our results are very similar using this alternative measure. We also recalculate the profitability results after excluding the 47 acquirers that experience an increase in goodwill in the year of consolidation, again our results hold for the subsample of 316 acquisitions. We are therefore confident that the relation between takeover profitability and board ownership is not a spurious one due to the way in which profitability is measured.  
To summarize, we find strong evidence of a negative relation between long run takeover performance and low and high levels of board ownership. One interpretation (Morck et al., 1988) of our results is that the improvements in takeover performance associated with initially higher ownership rises may reflect managers greater incentives to maximize value as their stakes rise. Beyond the 25 percent ownership level, however, increases in managerial ownership may be associated with conditions conducive to the entrenchment of incumbent management. However, an alternative interpretation is that causation runs not only from board shareholding to performance but also in the opposite direction. Kole (1996) and Cho (1998) find evidence of a reversal of causality in the ownership – corporate value relation, suggesting that corporate value could be a determinant of ownership structure rather than vice versa. In the context of this study, the possibility exists that at low levels of ownership, boards purchase stock in anticipation of good takeover performance, whilst the negative relation at higher levels of ownership may be the result of greater ownership being necessary to justify and push through deals the market disapproves of (Loderer and Martin, 1997).
 
4.  CONCLUSIONS

This paper examines the impact of board share ownership in the acquiring company on takeover performance, measured in terms of announcement period share returns, post takeover share returns, and changes in profitability. Evidence comes from a sample of 363 takeovers between UK public firms completed in the period 1985 to 1996. We find that these takeovers have a positive impact on profitability, but a negative impact on short and long run returns, results which are consistent with previous studies for the UK over our sample time period. 
We find no evidence of a relation between announcement period share returns and board ownership. However, we do find strong evidence of a non-linear relation between board ownership and long run takeover performance, both in terms of share returns and profitability. Acquirers with board ownership levels below 10 percent and above 25 percent carry out takeovers which have a significantly worse impact on long run share returns and profitability than acquirers with board ownership levels between 10 and 25 percent. This finding is robust to controlling for other factors that determine takeover performance and different performance methodologies. 
Although it is clear that shareholders are better served by acquirers in the middle ownership range and that such acquisitions are in their shareholders interest, it is harder to conclude whether the acquisitions by low and high ownership acquirers are carried out against shareholder interests or not. Although acquisitions by low and high board ownership acquirers result in significantly negative share returns, they do not result in a significantly negative effect on profitability. Therefore, one possibility is that the negative share returns are biased downwards by overvaluation of acquirers prior to acquisition, and do not reflect the subsequent profit effects. In this case, the negative share returns may have occurred anyway even in the absence of takeover. However, an alternative explanation for the difference in the performance measures is that the profitability measure may fail to measure the true cost of the acquisition since it excludes factors such as goodwill.  
There are different interpretations of our findings. One interpretation is that at medium levels of ownership, managers interests converge more closely with those of shareholders, and that once high levels of ownership are reached, further ownership has a negative impact on takeover performance, indicating possibly that managerial entrenchment starts to take place. However, an alternative interpretation is that at low levels of ownership, boards purchase stock in anticipation of good takeover performance, whilst the negative relation at higher levels of ownership may be the result of greater ownership being necessary to justify and push through deals that are disapproved of by the stock market. 
Irrespective of the line of causality, our results have highlighted a factor which is known at the time of the acquisition, and which is a very important predictor of the subsequent acquisition performance. 
Table 1
Sample Transaction Statistics

	
	Mean
	Median

	Transaction Value (£ Sterling Millions)
	172.42
	27.00

	Size of Acquirer (£ Sterling Millions)
	765.55
	167.18

	Relative Size (Transaction Value / Size of Acquirer) 
	0.5102
	0.2290

	Market-to-book Value of Acquirer 
	3.46
	1.90

	Bid Premium
	27.00
	23.50

	
	
	

	
	% of Acquisitions
	

	Time Period
	
	

	1985-89 
	60.61
	

	1990-96
	39.39
	

	Horizontal Acquisitions 
	34.99
	

	Hostile Acquisitions
	18.18
	

	Method of Payment
	
	

	All Cash 
	12.12
	

	All Stock 
	26.72
	

	Mixed 
	61.16
	


Notes:

This table reports summary statistics for a sample of 363 domestic acquisitions made by UK public firms for UK public firms between January 1985 and December 1996. The variables are described in the text.

Table 2
Descriptive Statistics on Acquirer Board Ownership, Remuneration, Option Holdings and External Shareholdings 

	Panel A: Descriptive Statistics
	
	
	
	
	
	
	

	
	N
	Mean
	Median
	Std. Dev.
	Min.
	Max.
	Skew

	Board Ownership (%)
	363
	7.88
	1.92
	13.45
	0.00
	69.80
	254.30

	Board Ownership Value (£m)
	363
	18.87
	2.07
	82.00
	0.00
	1286.38
	11.45

	Board Remuneration (£m)
	363
	0.86
	0.52
	1.27
	0.02
	11.41
	5.39

	Board Options (%)
	318
	1.00
	0.23
	3.54
	0.00
	43.19
	907.98

	Board Option Value (£m) 
	318
	2.57
	0.56
	7.20
	0.00
	73.30
	6.41

	Sum of Large External Shareholders (%)
	363
	16.67
	10.81
	19.16
	0.00
	100.00
	138.03

	Largest External Shareholder (%)
	363
	9.86
	7.03
	13.50
	0.00
	100.00
	321.48

	Panel B: Correlation Coefficients
	
	
	
	
	
	
	

	
	1.
	2.
	3.
	4.
	5.
	6.
	7.

	1. Board Ownership (%)
	
	
	
	
	
	
	

	2. Board Ownership Value (£m)
	0.31 a
	
	
	
	
	
	

	3. Board Remuneration (£m)
	-0.17 a
	0.07
	
	
	
	
	

	4. Board Options (%)
	0.00
	-0.02
	-0.07
	
	
	
	

	5. Board Option Value (£m)
	-0.07
	0.13 b
	0.56 a
	0.33 a
	
	
	

	6. Sum of Large External Shareholders (%)
	0.02
	-0.04
	-0.18 a
	0.10 c
	-0.11 c
	
	

	7. Largest External Shareholder (%)
	-0.01
	-0.03
	-0.13 b
	0.04
	-0.08
	0.84 a
	

	8. Natural Logarithm of Acquirer Size 
	-0.33 a
	0.10 c
	0.59 a
	-0.17 a
	0.34 a
	-0.37 a
	-0.25 a


Notes:

The variables are described in the text. a, b, and c  indicate statistical significance at the 1, 5 and 10 percent levels respectively, using a two tailed t-test.

Table 3
Takeover Performance and Acquirer Board Ownership: Univariate Results

	Sample
	
	Performance Measure
	

	
	Announcement Share Returns
	Long Run Share Returns
	Change in Profitability

	Panel A: All Acquirers

	
	-1.20 a
(-3.86, 354)
	-14.96 b
(-2.47, 359)
	2.76 b
(2.29, 363)

	
	
	
	

	Panel B: Acquirers by Board Shareholding (%)

	0  to 1
	-0.96 b

-(2.41, 142)
	-15.83 b
-(1.98, 143)
	0.33

(0.52, 146)

	
	
	
	

	1 to 5
	-1.15 c

-(1.74, 87)
	-22.08 c
-(1.75, 88)
	0.81

(0.87, 88)

	
	
	
	

	5 to 10
	-0.76

-(0.81, 41)
	-40.14 c
-(1.85, 43)
	6.74

(1.62, 43)

	
	
	
	

	10 to 15
	-4.00 b

-(2.57, 19)
	52.90

(1.08, 19)
	14.17

(1.06, 19)

	
	
	
	

	15 to 20
	-0.67

-(0.36, 21)
	17.49

(0.99, 21)
	1.76

(0.66, 21)

	
	
	
	

	20 to 25
	-0.55

-(0.41, 13)
	4.47

(0.21, 13)
	28.75

(1.49, 13)

	
	
	
	

	25 to 30
	-3.27

-(1.58, 7)
	-86.06 b
-(2.34, 7)
	-4.49 c
-(1.67, 7)

	
	
	
	

	30 to 40
	-1.86

-(0.55, 8)
	-23.10

-(0.81, 8)
	-0.74

-(0.18, 8)

	
	
	
	

	40 to 50
	-5.74 a

-(3.05, 5)
	-16.19

-(0.69, 6)
	2.94

(0.63, 6)

	
	
	
	

	50 to 60
	1.10

(0.24, 5)
	-33.35

-(1.09, 5)
	-11.16

-(0.98, 6)

	
	
	
	

	60 to 70
	0.01

(0.01, 6)
	30.26

(1.63, 6)
	-0.25

-(0.08, 6)

	
	
	
	

	Low (0 to 10)
	-0.99 a

-(3.01, 270)
	-21.65 a
-(3.22, 274)
	1.48 c
(1.87, 277)

	
	
	
	

	Medium (10 to 25)
	-1.83 c

-(1.86, 53)
	26.99

(1.39, 53)
	12.83 c
(1.88, 53)

	
	
	
	

	High (25 to 70)
	-1.97

-(1.52, 31)
	-27.17 c
-(1.95, 32)
	-2.67

-(1.05, 33)

	
	
	
	

	Low vs. Medium
	0.85

(0.82)
	-48.64 b
-(2.37)
	-11.35 c
-(1.65)

	
	
	
	

	Low vs. High
	0.98

(0.73)
	5.52

(0.36)
	4.15

(1.56)

	
	
	
	

	Medium vs. High
	0.13

(0.08)
	54.16 b
(2.26)
	15.50 b
(2.13)


Notes:

The variables and methodology are described in the text. Figures in parentheses are t-statistics and sample size respectively. a, b, and c  indicate statistical significance at the 1, 5 and 10 percent levels respectively, using a two tailed t-test.

Table 4
Takeover Performance and Acquirer Board Ownership: Multivariate Results

	Independent Variables
	Dependent Variable

	
	Announcement Share Returns
	Long Run Share Returns
	Post-takeover Profitability

	Intercept
	-0.02 b

-(2.28)
	0.01

(0.36)
	0.27c

(1.73)
	0.13

(0.42)
	0.13 a

(4.14)
	0.18 a

(2.75)

	
	
	
	
	
	
	

	Board Ownership Low
	0.01

(0.96)
	0.01

(0.80)
	-0.49 a

-(2.85)
	-0.65 a

-(3.65)
	-0.11 a

-(3.36)
	-0.11 a

-(3.08)

	
	
	
	
	
	
	

	Board Ownership High
	0.00

-(0.10)
	0.00

(0.34)
	-0.54 b

-(2.12)
	-0.55b

-(2.11)
	-0.16 a

-(3.10)
	-0.17 a

-(3.24)

	
	
	
	
	
	
	

	Largest External Shareholder
	
	-0.01

-(0.41)
	
	0.33

(0.71)
	
	-0.16 c

-(1.77)

	
	
	
	
	
	
	

	Horizontal Acquisition
	
	0.00

(0.13)
	
	0.10

(0.82)
	
	-0.01

-(0.45)

	
	
	
	
	
	
	

	Hostile Acquisition
	
	0.01

(0.88)
	
	0.17

(1.02)
	
	0.01 (0.39)

	
	
	
	
	
	
	

	All-Stock Method of Payment 
	
	-0.01

-(1.38)
	
	-0.27 c

-(1.90)
	
	-0.01

-(0.51)

	
	
	
	
	
	
	

	Acquirer Size
	
	0.00

-(0.27)
	
	0.07 c (1.65)
	
	-0.01

-(1.05)

	
	
	
	
	
	
	

	Relative Size
	
	-0.02 b
-(2.03)
	
	0.03

(0.18)
	
	0.03 (0.75)

	
	
	
	
	
	
	

	Acquirer Market-to-Book Value
	
	0.00

-(0.74)
	
	-0.03

-(1.20)
	
	0.00

-(0.08)

	
	
	
	
	
	
	

	Pre-Takeover Share Returns
	
	
	
	-0.04 c

-(1.94)
	
	

	
	
	
	
	
	
	

	Pre-Takeover Profitability
	
	
	
	
	0.72 a (23.60)
	0.71 a (23.09)

	
	
	
	
	
	
	

	Adjusted R2
	-0.0014
	0.0010
	0.0178
	0.0396
	0.6129
	0.6107

	F-statistic
	0.75
	1.04
	4.25
	2.48
	192.07
	57.79

	Number
	353
	353
	358
	358
	362
	362


Notes:
The variables and methodology are described in the text. Figures in parentheses are t-statistics. a, b, and c  indicate statistical significance at the 1, 5 and 10 percent levels respectively, using a two tailed t-test.

Figure 1
Takeover Performance and Acquirer Board Ownership
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� 	For example, Weston (1979) finds that no firm in which insiders control more than 30 percent of the shares has ever been acquired through a hostile takeover.


� 	Holderness and Sheehan (1989) cite examples such as excessive compensation, consumption of perquisites, borrowing from the firm at below market interest rates, and paying differential dividends. 


� 	There is also evidence that as acquiring board holdings increase, a lower premium is paid for the target (Slutsky and Caves, 1991), and that overall gains to both bidder and target are higher (You et al., 1986). 


�	This classification is based on 38 different industrial classifications and is similar in detail to the two-digit UK Standard Industrial Classification. 


� 	The Hambro Guide does not provide information on board share options. We were able to gather information on options for 318 of the 363 acquirers using company accounts and the Price Waterhouse Corporate Register.


� 	For most boards, the number of non-beneficial shares owned is very small compared to beneficial holdings. The most common reason for non-beneficial holdings is family holdings. Even if the board members do not exercise direct voting power of such shares, it would seem likely that they would be voted as they suggested, and so we attribute them to the board.


� 	We estimate the value of board shares (and options) by multiplying their number by the bidder share price at the end of the last accounting year prior to takeover.


� 	In separate tests, we included year 0 and therefore examined four years of post-acquisition data. The results using this alternative method were very similar to those for the entire sample and our conclusions unchanged.


� 	Known respectively as ‘purchase’ accounting and ‘pooling of interest’ accounting in the US. 


� 	Following FRS 10 in 1998, UK acquirers using acquisition accounting were no longer allowed to immediately write-off goodwill to reserves. 


� 	For our 363 sample acquisitions, of the 231 sample acquisitions for which the Thomson Financial SDC Database reports the accounting method, in only one case does the acquirer use merger accounting. The vast majority of our sample acquirers would also appear to write off goodwill immediately to reserves. Of the 363 acquirers, 316 have zero goodwill and intangible assets on their balance sheet at year 0, and a further four report no change from year –1 to year 0. Thus, there are at most 47 acquirers that capitalise goodwill following the sample acquisition.


� 	In Panel B, some of the sample sizes are too small to carry out regression analysis. Therefore, the change in profitability is measured as the difference between the actual post-takeover profitability, and the expected post-takeover profitability which is the pre-takeover level multiplied by 0.72, the value of ( from equation (1). For the low, medium and high subsamples, the sample sizes are large enough for regression analysis, and the results estimated using regression analysis are very similar indeed to those reported.


� 	We find little evidence of an increase in performance at ownership levels beyond 50 percent, as found by some previous studies described above. However, it should be borne in mind that the number of sample acquirers with board ownership levels greater than 50 percent is very small indeed.


�	There are advantages and disadvantages to each approach. One advantage to an uncontaminated sample is that it focuses on a single event for each acquirer. The disadvantage is that frequent acquirers are more likely to be excluded by this method, and their performance may be different from other acquirers (see for example, Conn et al., 2004).


� 	Loderer and Martin (1998) test the endogeneity of board ownership and bidder announcement returns. Using ordinary least squares regression, they find a significant positive linear relation but this disappears in a simultaneous equations framework, which instead reveals a significantly positive effect of takeover performance on board ownership. Seyhun (1990) provides further evidence of this, showing that boards buy more stock during the announcement period in relatively profitable takeovers.





















































REFERENCES


Agrawal, A. and J.M. Jaffe (2000), ‘The Post-Merger Performance Puzzle’, in G. Cooper and A. Gregory (eds.), Advances in Mergers and Acquisitions (Amsterdam: Elsevier Science). 


Amihud, Y. and B. Lev (1981), ‘Risk Reduction as a Managerial Motive for Conglomerate Mergers’, Bell Journal of Economics, Vol. 12, pp. 605- 617.


Ang, J.S. and Y. Cheng (2003), ‘Direct Evidence on the Market-Driven Acquisitions Theory’, Florida State University Working Paper.


Barber, B. and D. Lyon (1996), ‘Detecting Abnormal Operating Performance: The Empirical Power and Specification of Test Statistics’. Journal of Financial Economics, Vol. 41, pp. 359-399.


Barber, B. and D. Lyon (1997), ‘Detecting Long Run Abnormal Stock Returns: The Empirical Power and Specification of Test Statistics’, Journal of Financial Economics, Vol. 43, pp. 341-372.


Brown, S.J. and J.B. Warner (1985), ‘Using Daily Stock Returns: The Case of Event Studies’, Journal of Financial Economics, Vol. 14, pp. 3-31.


Bruner, R.F. (2003), ‘Does M&A Pay? A Survey of Evidence for the Decision-Maker’, Journal of Applied Finance, Vol. 12, pp. 48-69.


Chatterjee, R. and G. Meeks (1996), ‘The Financial Effects of Takeover: Accounting Rates of Return and Accounting Regulation’, Journal of Business Finance & Accounting, Vol. 23, pp. 851-868.


Cho, M. (1998), ‘Ownership Structure, Investment, and the Corporate Value: An Empirical Analysis’, Journal of Financial Economics, Vol. 47, pp. 103-121.


Conn, R.L., A. Cosh, P.M. Guest and A. Hughes (2004), ‘Why must all Good Things come to an End? The Performance of Multiple Acquirers’, In D.H. Nagao (Ed.), Proceedings of the Sixty-third Annual Meeting of the Academy of Management. 


Conn, R.L., A. Cosh, P.M. Guest and A. Hughes (2005), ‘The Impact on UK Acquirers of Domestic, Cross-Border, Public and Private Acquisitions’, Journal of Business Finance & Accounting, Forthcoming. 


Cosh, A., and A. Hughes (1987), ‘The Anatomy of Corporate Control: Directors, Shareholders and Executive Remuneration in Giant US and UK Corporations’, Cambridge Journal of Economics, Vol. 11, pp. 285-313.


Cosh, A., and A. Hughes (1997), ‘The Changing Anatomy of Corporate Control and the Market for Executives in the United Kingdom’, Journal of Law and Society, Vol. 24, pp. 104-123.


Cosh, A., A. Hughes, K. Lee, and A. Singh (1989), ‘Institutional Investment, Mergers and the Market for Corporate Control’, International Journal of Industrial Economics, pp. 73-100.


Cosh, A., A. Hughes, K. Lee, and A. Singh (1998), ‘Takeovers, Institutional Investment and the Persistence of Profits’, in Begg, I. and S. Henry (eds.) Applied Economics and Public Policy, Cambridge University Press.


Demsetz, H. and K. Lehn (1985), ‘The Structure of Corporate Ownership: Causes and Consequences’, Journal of Political Economy, Vol. 93, pp. 1155-1177.


Dong, M., D. Hirshleifer, S. Richardson and S.H. Teoh (2003), ‘Does Investor Misvaluation Drive the Takeover Market?’, Dice Centre Working Paper Series 2003-7.


Faccio, M. and M. Lasfer (1999), ‘Managerial Ownership, Board structure and Firm Value: The UK Evidence’, City University Working Paper.


Fama, E. and M. Jensen (1983), ‘Separation of Ownership and Control’, Journal of Law and Economics, Vol. 26, pp. 301-325.


Firth, M. (1980), ‘Takeovers, Shareholder Returns and the Theory of the Firm’, Quarterly Journal of Economics, pp. 235-260.


Gregory, A. (1997), ‘An Examination of the Long Run Performance of UK Acquiring Firms’, Journal of Business Finance and Accounting, Vol. 24, pp. 971-1002.


Healy, P., Palepu, K. and R. Ruback (1992), ‘Does Corporate Performance improve after Mergers?’, Journal of Financial Economics, Vol.  31, pp. 135-175.


Hermalin, B. and M. Weisbach (1991), ‘The Effects of Board Composition and Direct Incentives on Firm Performance’, Financial Management, pp. 101-112.


Higson, C. (1998), ‘Goodwill’, British Accounting Review, Vol. 30, pp. 141-158.


Himmelberg, C., G. Hubbard, and D. Palia (1999), ‘Understanding the Determinants of Managerial Ownership and the Link between Ownership and Performance’, Journal of Financial Economics, Vol. 53, pp. 353-384.


Hubbard, R. and D. Palia (1995), ‘Benefits of Control, Managerial Ownership, and the Stock Returns of Acquiring Firms’, Rand Journal of Economics, Vol. 26, pp. 782-792.


Hughes, A. (1993), ‘Mergers and Economic Performance in the UK: A Survey of the Empirical Evidence 1950-90’, in M. Bishop and J. Kay (eds.), European Mergers and Merger Policy (Oxford University Press: Oxford). 


Jensen, M. and W. Meckling (1976), ‘Theory of the Firm: Managerial Behaviour, Agency Costs, and Ownership Structure’, Journal of Financial Economics, Vol. 3, pp. 305-360.


Jensen, M. and R. Ruback (1983), ‘The Market for Corporate Control: The Scientific Evidence’, Journal of Financial Economics, pp. 5-50.


Kole, S. (1996), ‘Managerial Ownership and Firm Performance: Incentives or Rewards?’, Advances in Financial Economics, Vol. 2, pp. 119-149.


Lambert, R. and D. Larcker (1987), ‘Executive Compensation Effects of Large Corporate Acquisitions’, Journal of Accounting and Public Policy, Vol. 6, pp. 231-243.


Lewellen, W., C. Loderer and A. Rosenfeld (1985), ‘Merger Decisions and Executive Stock Ownership in Acquiring Firms’, Journal of Accounting and Economics, Vol. 7, pp. 209-231.


Loderer, C. and K. Martin (1998), ‘Executive Stock Ownership and Performance: Tracking Faint Changes’, Journal of Financial Economics, Vol. 45, pp. 223-255.  


Loughran, T. and A. Vijh (1997), ‘Do Long Term Shareholders Benefit from Corporate Acquisitions?’, Journal of Finance, Vol. 5, pp. 1765-1790.


Manson, S., A.W. Stark and H.M. Thomas (1994), A Cash Flow Analysis of the Operational Gains from Take-overs, Certified Research Report 35 (London: Certified Accountants Education Trust).


Manson, S., R. Powell, A.W. Stark and H.M. Thomas (2000), ‘Identifying the Sources of Gains from Takeovers’, Accounting Forum, Vol. 24, pp. 319-343.


Martin, K. (1996), ‘The Method of Payment in Corporate Acquisitions, Investment Opportunities, and Management Ownership, Journal of Finance, pp. 1227-1246.


McConnell, J. and C. Muscarella (1985), ‘Corporate Capital Expenditure Decisions and the Market Value of the Firm’, Journal of Financial Economics, Vol. 14, pp. 399-422.


McConnell, J. and H. Servaes (1991), ‘Additional Evidence on Equity Ownership and Corporate Value’, Journal of Financial Economics, Vol. 27, pp. 595-612.


Megginson, W.L., A. Morgan and L. Nail (2004), ‘The Determinants of Positive Long-Term Performance in Strategic Mergers: Corporate Focus and Cash’, Journal of Banking and Finance, Vol. 28, pp. 523-552.


Morck, R., A. Shleifer and R. Vishny (1988), ‘Management Ownership and Market Valuation: An Empirical Analysis’, Journal of Financial Economics, Vol. 20, pp. 293-315.


Morck, R., A. Shleifer and R. Vishny (1990), ‘Do Managerial Objectives Drive Bad Acquisitions’, Journal of Finance, pp. 31-48.


Powell, R. and A. Stark (2005), ‘Does Operating Performance Increase Post-Takeover for UK Takeovers? A Comparison of Performance Measures and Benchmarks’, Journal of Corporate Finance, Forthcoming. 


Rau, P. and T. Vermaelen (1998), ‘Glamour, Value and the Post-Acquisition Performance of Acquiring Firms’, Journal of Financial Economics, Vol. 49, pp. 223-253.


Seyhun, H. (1990), ‘Do Bidder Managers Knowingly pay too much for Target Firms?’, Journal of Business, Vol. 63, pp. 439-464.


Shinn, E. (1999), ‘Returns to Acquiring Firms: The Role of Managerial Ownership, Managerial Wealth, and Outside Owners’, Journal of Economics and Finance, Vol. 23, pp. 78-89.


Shleifer, A. and R. Vishny (2003), ‘Stock Market Driven Acquisitions’, Journal of Financial Economics, Vol. 70, 295-311.


Short, H. and K. Keasey (1999), ‘Managerial Ownership and the Performance of Firms: Evidence from the UK. Journal of Corporate Finance, Vol. 5, pp. 79-101.


Slutsky, A. and R. Caves (1991), ‘Synergy, Agency, and the Determinants of Premia Paid in Mergers’, Journal of Industrial Economics, Vol. 39, pp. 277-96.


Sudarsanam, S., P. Holl and A. Salami (1996), ‘Shareholder Wealth Gains in Mergers: Effect of Synergy and Ownership Structure’, Journal of Business Finance and Accounting, Vol. 23, pp. 673-698. 


Sudarsanam, S. and A.A. Mahate (2003), ‘Glamour Acquirers, Method of Payment and Post-Acquisition Performance: The UK Evidence’, Journal of Business Finance & Accounting, Vol. 30, pp. 299-341.


You, V., R. Caves, M. Smith and J. Henry (1986), ‘Mergers and Bidders Wealth: Managerial and Strategic Factors’, in L. Thomas (eds.), The Economics of Strategic Planning: Essays in Honour of Joel Dean (Lexington: Mass).  


Weston, J.F. (1979), ‘The Tender Takeover’, Mergers and Acquisitions, pp. 74–82.


  























1
1

_1164840647.unknown

_1166547921

