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ABSTRACT

This study focuses on the effects of merger and acquisition on the technological
performance of business organizations in Nigeria. Descriptive survey research
design was used. The population for the study consisted of two Public Liability
Companies and two Multinational Companies based in Nigeria. Stratified
Random sampling technique is adopted in selecting a total of 50 participants
comprising 30 staff from Public Liability Companies and 20 staff from
Multinational companies. A well structured questionnaire is used to collect
data for the study with the aid of personal interview. Hypotheses were devel oped
and tested using Chi-Square distribution at 0.05 level of significance. Results
indicate among others that on the long-run expected synergistic characteristics
of merger and acquisition contribute to technological performance through the
invention of new process related technologies and new product-related
techniques. It is therefore concluded that merger and acquisition (M & A) is
contingent upon both a strategic fit and an organizational fit that enable its
partners to collaborate in future activities. Hence, there should be product-
market relatedness and technological relatedness between the companies
involved in merger and acquisition.
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INTRODUCTION
Theresurgencein merger, acquisition, and divestitures hasfocused greater attention on
asessing theimpact of thesetransactionson organizationsand workers. Empirica sudies
of theeffectsof merger and acquisitiontypically examineasingleunit of analysis. firms,
plants, or workers. Firm-level anayseseva uatetheimpact of changesin corporate control
on short-run stock prices, long-run stock prices, or accounting profitsof companieswhose
sharesarepublicity traded (Hilt, HosKisson, Irdland and Harrison, 1991; Hilt, Hoskisson,
Johnson and Moesel, 1996). Maximum studies were conducted related to merger and
acquisition. But only afew studieshave so far examined the long run performance of
acquiring firmsafter themerger to determinetechnol ogicad performanceand the performance
of organizational employees. Thefoca point of thisstudy concernsthe possibleeffect that
merger and acquisition (M & A) have on thetechnol ogical performance of companies. In
recent years, asmall number of contributionsto the management literature has put this
topic ontheresearch agenda, athough theinternational contentsremain limited. Theterms,
almagamation and take-over are often used synonymously in discussing merger and
acquisition. In genera use, amerger or an amagamationisviewed asthestuation where
two or more companies of similar businessactivity and strength combineto formanew
and sronger businessorgani zation. Ontheother hand, atakeover or anacquisitioninvolves
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the purchase of acontrolling sharein another company (Akinsulire, 2002) in Owomoyeda
(2011). A merger or acquisitionisusualy aschemethat iscarefully planned to achievea
synergistic effect (Owomoyela, 2011). It isimportant to note that the technol ogical
performance of merger and acquisition reflect the long-term effects of merger and
acquisition. Technology related incentivesfor merger and acquisition affect long-term
strategic variableswhich tend to be underestimated in much of the current empirical
researchesthat usudly focuson the short-term, economic effectsof merger and acquisition.

Intheselong term effects, the expected synergistic characteristics of merger and
acquisition can contribute to technological performancethrough the invention of new
process-rel ated technol ogies and new product rel ated technol ogies by the combined
companies (Duystersand Hagedoorn, 2002). These new technologies (inventions) can
eventually lead toimproved profitability of companiesif they aretransformed into actual
innovations, that is, new productsand processesthat are successfully introduced to the
market. There can also be short-term effects of M & A when the acquiring company
intendsto only obtain accessto Research and Development (R & D) and technological
capabilitiesto smply produce an dready exigting, combined technol ogica output. However,
when these existing capabilitiesare used in thefurther devel opment of new technol ogical
output, these short-term effects are expected to belimited in comparison to thelong-term,
synergistictechnological effectsof M & A. Thiseffect of merging companiesisawell-
known classicissueintheinnovation literature whereincreased size of companiesand
synergies, through interna growth or by meansof Ms& As, arepositively related tolong-
term technological performance (Baysinger and Hoskisson, 1989).

Thetechnologicdl effect of M & A isaso discussedin somepreviousresearchon
arelatedissue, that is, themotivationfor M & A. Frequently mentioned motivesfor M &
A areincreased market share, improved efficiency, expanded R & D efforts, investment
adjustment, firm growth, risk reduction, speedy market entry (Chakrabarti, Hauschil dt
and Sueverkruep, (1994). Increasing R & D activities and improving technological
performanceseem hardly rlevant asmotivesfor M & A in pogt-colonia times (Chakrabarti
and Burton, 1983). Technol ogica motivesfor M & A gppear to beonly moderately important
acrossindustries. However, other studiesdo suggest that M & Asareanimportant e ement
inthetechnology acquisition strategy of companiesin particularinR & D intensive (high-
tech) industries (Duystersand Hagedoorn, 2002). We continue along thislineto study the
effectsof merger and acquisition onthetechnol ogica performanceof abusinessorganization.
Merger and acquisitionisusually aschemethat iscarefully planned to achieveasynergistic
effect. A synergy isthegenerictermused inthefield of businessacquisition and merger to
cover the economicswhich canresult throughintegration (Akinsulire, 2002). It meansthe
sum of thewholeismorethan the summation of theindividua componentspartsthat make
up thewhole. According to Akinsulire (2002), reasonsfor merger and acquisition are
elimination of duplicating and competing facilitiesto secure scarceraw materialsand obtain
economicsin buying, to safeguard asource of new materials, €limination of competition
and protection of existing market, diversificationinto other product or marketsor tocomplete
aproduct range, to rationalize distribution, to obtain anew sales outlet. Merger and
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acquisition might al so be employed to buy up acompany having aggressive and agile
management. Andtoinject freshideasfor better projectsand enhancement of shareholders
wealth (Akinsulire, 2002). Lichtenberg and Siegel (1987) outlineamatching” theory of
ownership change, inwhich the quality of the"fit" between heterogeneous plantsand
ownersisreflected in the production of the organization. Sub-par plant productivity
congtitutesasigna of abad match involving an owner and aplant, whichwill bethemgor
determination of thefirmlevel decisontomaintain or reinquish ownership of agiven plant.
Home, Thomas, Jamesand Schmitz (1990) modify thisframework to includean additiona
human capital dimension that they call "businessquality,” whichisdirectly related to the
quality of themanager. Intheir mode!, high quaity managersbuy companiesthat implement
high quality projectsbased on new ideas.

The variety of reasons for merger and acquisition and the diversity of their
conseguenceshavegivenrisetothreetheories. Theseareinterndization theory, technological
competencetheory and transaction cost theory. Theinternalization theory suggeststhat
corporations attempt to procureintangibl e assetsthat generally givethem acompetitive
advantage. Another theory derived fromthefirst, isthetechnol ogical competencetheory.
According to thistheory, corporationsthat engagein merger and acquisition areattempting
to"internalize" technol ogica advantagesby acquiring the corporationsthat possessthem.
Athird theory, that of transaction cogts, appliesto vertical merger and acquisition aimed at
reducing uncertainty or the cost of procuring aparticular factorsof production. Thereare
multiplereasons, motives, economic forcesand ingtitutiond factor that can, taken together
or inisolation, influence corporate decisionsto engagein merger or acquisition. Over the
last few years, the pressuresemanating frominternationa competition, financia innovation,
economic growth and expansion, heightened political and economic integration, and
technological changehaveall contributed to theincrease pace of merger and acquisition.

Of course, merger and acquisition can till bemotivated by such classccommercid
and economic considerations as broadening the range of related products and the
geographic market, diversfication, and therisksand benefitsof verticd integration. Findly,
new or modified tax regimes, the cost of capital, and policy on such thingsasforeign
property, thecost of capital, economic regul ationsand privatization al so have an effect on
theintersectord/internationd variaionsinthenumber of merger and acquistion. Thepurpose
of thestudy henceistoinvestigatewhether merger and acquisition contributeto technol ogical
performance. Thestudy will examinetherel ationshi p between merger and acquisitionand
technologica performanceof manufacturing organizations. It will dsoidentify theconditions
under which merger and acquisition might have apositive effect on the technological
performance of business organisationsin Nigeria. To achievethe above, thefollowing
issuesweretakeninto consideration.

()] Isthereisno significant rel ationship between the degree of organi sationsinvolved
inM & A and thetechnol ogical performanceof of theorganisationsin Nigeria.

@i I sthereisno sgnificant relationship between thetechnol ogica rd atednessof merger
and the technological performance of the combined business organisationsin

Nigeria
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(iir) Isthereisno significant difference betweenthelevel of R& D intensity of partner-
companiesin merger and acquisition and the technol ogical performance of the
combined businessorganisationsin Nigeria

The above being taken into consideration, the following research hypotheses were

formulated.

H.1  Thereisnosgnificant relationship betweenthedegreeof organisationsinvolvedin
M & A and thetechnological performance of of the organisationsin Nigeria.

H.2  Thereisnosignificant relationship betweenthetechnologica relatednessof merger
and the technol ogical performance of the combined business organisationsin
Nigeria

H;3  Thereisnosignificant difference betweenthelevel of R& D intensity of partner-
companiesin merger and acquisition and the technol ogical performance of the
combined businessorganisationsin Nigeria

METHOD

Thisstudy used the descriptive survey research design. Thepopulation of thestudy consists
of two Nigerian Public Liability Companiesand two Multinational (Foreign) Companies
that areinthe high-techindustriesbased in Nigeria Stratified Random Sampling wasused
to sel ect these compani es and was al so used to sel ect 50 subjects comprising 30 from
Public Liability Companiesand 20 from themultinational Companies. Primary data, which
weregotten from structured questionnaire and interviewswere used. The questionnaire
containstwo sections, A and B. Section A sought information on personal biodataof the
respondentswhile section B contained 20 items on the effects of merger and acquisition
onthetechnological performance of businessorganisationsin Nigeria. Thereliability co-
efficient of the questionnaire (Karl Pearson Correlation Co-efficient, r, wasused) is0.86
and the data collected were anal ysed using frequency and percentages. Hypotheseswere
devel oped and tested using Chi-Squaredistribution at 0.05 level of significance. A sample
of 20 workerswerecollected at every interval of fiveworkers.

RESULTSAND DISCUSSION

Table 1 revealsthat lessthan 50% of the respondentsindicated that a strategic fit and
organizationd fit canawaysincreasetechnologicd performancein publicliability companies
inmost of theitemslisted ontable 1, while only 40% indicated that acquisition of new
innovation activities(item 2), oneof thecrucia € ementsof organizationa and strategicfit,
awaysincreasetechnologica performancein publicliability companies. Ontheaverage,
51.85% of therespondentsindicatethat Srategic and organizationd fitwill waysincrease
technological performancein publicliability companies. Theresultstherefore show that
strategic and organizational fit will always enable merger and acquisitionto increase
technological performance of publicliability companies. Furthermore, fig. 1 showshow a
drategicfit and organizationd fit canincreasetechnologica performancein publicliability
companies. As contained on table 2, over 40% of the respondentsindicate that 'New
technologies (item 1) canincreasetechnological performancein Multinationa Companies
whileover 50% of the respondentsindicated that the crucia elementsof thestrategicfit
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and organizational fit (items2 - 3) that is'Acquisition of new innovations and 'integration
of Rand D activities' dwaysincreasetechnologica performancein multinationa companies.
Theremaining (items4 - 10) had bel ow 40% of therespondentsindicating that astrategic
fit' and organizationd fit' occasionally increasetechnol ogical performancein multinationa
companies. Onthe average, 47.22% of the respondentsindicated that astrategic and
organizationdl fit dwaysincreasetechnol ogical performancein multinationa companies,
28.8%% indicated that astrategic and organizationd fit occasondly increasetechnol ogical
performancewhile23.8% indicated thet astrategic and organizationd fit will never increase
technological performancein multinational companies. Theresultsthereforerevealed that
adtrategicfit and organizationa fit will enableMerger and Acquisition (M & A) incresse
technological performancein an industry. Fig. 2 also shows how a strategic fit and
organizationd fit will increasetechnol ogical performancein multinational companies.

The analyses show that 90% of the respondentstestify that thereissignificant
rel ationship between merger and acquisition and technological performance. Hypothesis1
which statesthat thereisno significant rel ationship between the degree of organisations
involvedinM & A and thetechnological performance of the organisationsin Nigeriawas
rejected. Therefore, it can be concluded that thereisasignificant relationship between
merger and acquisition and technol ogical performance of companies. Though 75% of the
respondents also agreed that thereisasignificant rel ationship between the technol ogical
relatedness of merger and acquisition and thetechnol ogical performance of the combined
companies, yet 25% did not agreeto the above statement. Thenull hypothesisthat thereis
no significant relationship between the technol ogical relatedness of merger and acquisition
of companiesand thetechnological Performance of the combined companieswasthe
rejected. Thisimpliesthat thereisasignificant relationship between the technol ogical
relatedness of merger and acquisition and thetechnol ogical performance of the combined
companies.Thenull hypothesisthat thereisno significant relationship between thelevel of
R & D intensity of partner - companiesin merger and acquisition and thetechnological
performance of the combined compani eswas accepted as 95% of the respondentsagreed
that thereisno significant relationship between thelevel of R& D intensity of partner-
companiesinmerger and acquisition and the technol ogical performance of the combined
companies. It can be concluded that thereissignificant relationship betweentheleve of R
& D intensity of Partner companiesin merger and acquisition and the technol ogical
performance of the combined businessoperation.

Thisstudy reved ed that astrategic fit and organizational fit arevital components
that will enablemerger and acquisition increase technological performancein business
organisations. Theseresultsare cons stent with thefindings of Duystersand Hagedoorn
(2002) who also assert that in order to achieve synergistic effectsthrough merger and
acquisition, the strategic fit hasto be supplemented by an organizational fitinwhichthe
merging companies appear to match, and the statement of Datta(1991) who also states
that in order to be successful not only in establishing merger and acquisition but alsoto
generatethe expected results, merger and acquisition (M & A) are contingent upon botha
drategicfit and organizationd fit that enableitspartnersto collaboratein futureactivities.
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The success of synergistic merger and acquisition areanalyzed intermsof strategicfit
rel ated to the degree of the exi sting product-market rel atednessof M & A, thetechnol ogical
relatednessof M & A and their organizational fit. It was discovered that the degree of
relatednessof M & A of both ahorizonta or avertical nature affectsthetechnol ogical
performance of companies. Related M & A profit from economies of scale and scope.
Synergist should generate more synergistic benefitsthaninthecaseof unrelated M & As.
Also, themoreM & A areestablished with companiesfrom similar, horizontally related
fieldsof technology and withtechnologicaly, vertically related companies, the higher the
technologica performance of the combined companies. Effect of R& D intensity and the
degreeof smilarity intermsof thesizeand structureof M & A partnersalso haveeffect on
their combined technol ogical output. A strategic and organizationd fit, therefore, arethe
conditionsunder which merger and acquisitionwill haveapostiveeffect onthetechnological
performance of companies.

Table 1: Analysisof how astrategic fit and organizational fit can increase technological performance
of companies.

Always Occasionally Never

Items N % N % N %
New technologies (inventions) 16 53.33 08 26.67 06 20.00
Acquisition of New innovation activities 12 40.00 09 30.00 09 30.00
Integration of R&D activities 17 56.67 06 20.00 07 23.33
Development of new technologies/output 16 53.33 09 30.00 05 16.67
Increased Control over current new environment 16 53.33 08 26.67 06 20.00
Product/technological complementarity 15 50.00 08 26.67 07 23.33
Comparable organization Size/Structure 18 60.00 07 23.33 05 16.67
Vertical Integration of Users & Suppliers 16 53.33 08 26.67 06 20.00
Technological Relatedness 14 46.67 09 30.00 07 23.33

51.85 26.67 21.48

Source: Survey, 2012

Table2: bAnaysisof how astrategic fit and organizationa fit canincreasetechnological performance
ininternational companies

Always Occasionally Never

Items N % N % N %
New Technologies (inventions) 09 45.00 06 30.00 05 25.00
Acquisition of new innovations 10 50.00 07 35.00 03 15.00
Integration of R&D activities 11 55.00 05 25.00 04 20.00
Development of new technological output 07 35.00 08 40.00 05 25.00
Increased control over new environment 09 45.00 06 30.00 05 25.00
Product/Technological complimentarity 08 40.00 08 40.00 04 20.00
Comparable organisation structure 11 55.00 04 20.00 05 25.00
Vertical integration of Users/Suppliers 12 60.00 02 10.00 06 30.00
Technological Relatedness 08 40.00 06 30.00 06 30.00

47.22 28.89 23.89

Source: Survey, 2012
CONCLUSIONAND RECOMMENDATIONS

Thisresearch demonstratesthat M & A can contribute to improving the technol ogical
performance of companiesinahigh-tech environment. However, it hasto be stressed that
both the organizational and the strategicfit of thecompaniesinvolvedinM & A arecrucia
for thetechnological successof M & A. Not only doesour current research establish the
important rolethat organizational and strategic fit seemto also havefor the technol ogical
performanceof M & A active companies, it particularly emphasizestheimportance of
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linking-up to other research-intensive companies. Thissuggeststhat the acquisition of
these companies, through which theacquiring company canimproveitstechnological skills
and expected |learning capabilities, hasapostive effect on thetechnol ogical performance
of acquiring companiesafter M & A havetaken place. Therelevance of market relatedness
of M & A stressestheimportance of uncertainty reduction by means of integration of
companiesthat areactiveinamilar sectorsand that havesomesimilarity intermsof product-
markets. Theintegration of R & D intensive companies, however, createsthe necessary
new skillsand capabilitiesthat enablethe company to learn about new perspectivesthat
can decreaseits dependency onitsexisting environment and improveits performance.
Therefore, theexternal acquisition of technologica capabilitiesby meansof M & A can, if
proper attentionispaid to thestrategic and organizationa fit of companies, proveto bean
important strategic advantage for companies in high-tech sectors. It is therefore
recommended that there should be product-market relatedness and technological
rel atedness between the companiesinvolved in merger and acquisition. New product-
rel ated technol ogiesand new process-rel ated technol ogies (inventions) must betransformed
into actua innovations. new productsand processes must beintroduced into themarketin
thisway, merger and acquisition can contributeto technol ogica performanceand profitability
of companies. Companiesshould look for M & A partnersthat haveasimilar or higher
level of research activity (orientation) in order to reach synergiesin future research and
devel opment activities. Thereshould not bedi sparity between thes zesof merging companies
so that organization integration aimed at technological performance might berelatively

easy.
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