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Abstract 
 

Increasing globalization has brought increasing foreign direct investment, 

mainly through mergers and acquisitions. However, not all cross-border 

acquisitions are successful. Some end with foreign divestment. 

 

If foreign divestment signals management failure, it concerns managers. If 

it contributes to instability for workers and local communities, it concerns 

politicians. Unfortunately, little is known about this topic. The number of 

studies dealing specifically with foreign divestment is limited. 

 

In our thesis, we study the probability and anatomy of foreign divestment 

in thirty cross-border acquisitions from 1995 to 2006. We develop a 

modified conceptual framework drawing on Benito (1997b) and apply the 

small-N-study methodology. 

 

We find a 40 percent probability of foreign divestment. However, we also 

find that different divestments have different anatomies. Divestments may 

be full or partial, sales or closures, concern stock or assets, have high or 

low value and occur quickly or slowly. There can also be multiple 

divestments in one cross-border acquisition. Further, we identify five 

different divestment groups – similar to the basic motives for divestment 

pointed out by Benito (2003) – and find that they have five different 

average divestment anatomies. 

 

Our findings have two main implications. First, divestment should be 

considered more a process than a discrete decision. Second, foreign 

divestment does not necessarily signal failure and instability. It may also 

be a positive tool for corporations and society. 

 

We suggest further studies both using broader and deeper methodologies. 

 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

Thomas Stenumgård 
Frognerveien 9 C 
0257 Oslo 
Phone: 922 38 022 
tstenum@gmail.com 
 
 
 
Fredrik K.R. Norman 
Hegdehaugsveien 5 A 
0352 Oslo 
Phone: 918 66 567 
fredrik@fredriknorman.com 
 
 
 
Program:  Siviløkonom 
Class:   2002-2006 
Due date:  November 2006 
Major:   Strategy 
Supervisor:  Professor Gabriel Benito 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

Acknowledgements 
 
This paper concludes our studies at Handelshøyskolen BI. 

 

During our time here, we have been introduced to a wide range of subject areas. In particular, 

we have taken interest in the intersection between corporate finance and corporate strategy. 

We have also enjoyed learning about matters of international business. Our study of the 

anatomy of foreign divestment in cross-border acquisitions seeks to combine these fields. 

 

In our work, we have received valuable input and support from a number of individuals and 

organizations. In particular, we are grateful to our supervisor, Professor Gabriel Benito, Head 

of the Department of Strategy and Logistics at Handelshøyskolen BI, for his time and insight. 

His article “Why are Foreign Subsidiaries Divested? A Conceptual framework” (Benito 

1997b) has served as the most important influence for both our theoretical and empirical 

work. 

 

We would also like to thank Messrs. Marlies Morsink and Brian Miller of FactSet Mergerstat, 

as well as the Investor Relations departments of the companies mentioned in this paper. 

Without their help in our search for case data, this research could not have been completed. 

 

Last, but not least, thanks to our families and friends for their continuing support. Fredrik 

would like to give special recognition to Marianne for her understanding and patience. 

 

All these people have done their best to help us in our work. Still, some errors and mistakes 

may have been overlooked. If so, we take the sole and full responsibility. 

 

 

 

Thomas Stenumgård  Fredrik K.R. Norman 

 
November 1st 2006 
 
 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

Table of contents 

1 INTRODUCTION AND PROBLEM STATEMENT 1 

2 THEORY 4 

3 METHODOLOGY 31 

4 DESCRIPTIVE STATISTICS 40 

5 FINDINGS 48 

6 DISCUSSION 60 

7 CONCLUSION AND FINAL REMARKS 67 

BIBLIOGRAPHY 71 

APPENDIX: ACQUISITION AND DIVESTMENT PROFILES 75 

APPENDIX BIBLIOGRAPHY 221 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

Detailed table of contents 

1 INTRODUCTION AND PROBLEM STATEMENT 1 

1.1 Introduction 1 

1.2 Problem statement 2 

1.3 Key definitions 3 
1.3.1 Cross-border acquisitions 3 
1.3.2 Foreign divestment 3 
1.3.3 Divestment probability and divestment anatomy 3 

1.4 Thesis overview 3 

2 THEORY 4 

2.1 Acquisitions 4 
2.1.1 Advantages 4 
2.1.2 Disadvantages 5 
2.1.3 Cross-border acquisitions 6 
2.1.4 A process-oriented perspective 6 

2.2 Foreign divestment 7 
2.2.1 Previous literature on divestment 7 
2.2.2 Conceptual framework for foreign divestment 10 
2.2.3 Modified conceptual framework for foreign divestment 13 
2.2.4 Factors underlying the probability and anatomy of divestment 21 

2.3 Summary of the theoretical foundation 29 
2.3.1 Expected determinants of the probability and anatomy of foreign divestment 30 

3 METHODOLOGY 31 

3.1 General methodology 31 
3.1.1 Problem statement 31 
3.1.2 Research design 31 
3.1.3 Data types 32 
3.1.4 Sample 32 

3.2 Operationalization of the conceptual framework 32 
3.2.1 Operationalization of the conceptual framework 33 
3.2.2 Framework factors 34 
3.2.3 Divestment anatomy 36 

3.3 Analysis 37 
3.3.1 Descriptive statistics 37 
3.3.2 Acquisition and divestment profiles (appendix) 37 
3.3.3 Divestment groups 37 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

3.4 Limitations 38 

4 DESCRIPTIVE STATISTICS 40 

4.1 About the acquisitions 40 
4.1.1 Deal distribution by year 40 
4.1.2 Deal distribution by country 41 
4.1.3 Deal distribution by industry 43 
4.1.4 Deal distribution by deal size 45 

4.2 About the divestments 45 
4.2.1 Divestment distribution by year 45 
4.2.2 Divestment distribution by country 46 
4.2.3 Divestment distribution by industry 47 
4.2.4 Divestment distribution by size 47 

5 FINDINGS 48 

5.1 The impact of framework factors on divestment probability 48 
5.1.1 Governance issues 48 
5.1.2 Environmental stability 49 
5.1.3 Attractiveness of current operations 49 
5.1.4 Strategic fit 50 
5.1.5 Comparing cross-border acquisitions with and without divestment 50 

5.2 The impact of framework factors on divestment anatomy 51 
5.2.1 Governance issues 51 
5.2.2 Environmental stability 53 
5.2.3 Attractiveness of current operations 54 
5.2.4 Strategic fit 55 

5.3 Divestment groups 56 
5.3.1 Divestment group 1: Focusing on core business 56 
5.3.2 Divestment group 2: Pay for acquisition/raising capital 57 
5.3.3 Divestment group 3: Low performance in target 57 
5.3.4 Divestment group 4: Low performance in buyer 58 
5.3.5 Divestment group 5: Cost cutting 58 
5.3.6 Divestment group averages 59 

6 DISCUSSION 60 

6.1 The impact of framework factors on divestment probability 60 
6.1.1 Governance issues 60 
6.1.2 Environmental stability 60 
6.1.3 Attractiveness of current operations 60 
6.1.4 Strategic fit 61 
6.1.5 Comparing cross-border acquisitions with and without divestment 61 

6.2 The impact of framework factors on divestment anatomy 62 
6.2.1 Governance issues 62 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

6.2.2 Environmental stability 62 
6.2.3 Attractiveness of current operations 62 
6.2.4 Strategic fit 62 

6.3 Divestment groups 63 
6.3.1 Divestment group 1: Focusing on core business 63 
6.3.2 Divestment group 2: Pay for acquisition/raising capital 64 
6.3.3 Divestment group 3: Low performance in target 64 
6.3.4 Divestment group 4: Low performance in buyer 65 
6.3.5 Divestment group 5: Cost cutting 66 

7 CONCLUSION AND FINAL REMARKS 67 

7.1 Conclusion 67 

7.2 Limitations and suggestions for future research 70 

BIBLIOGRAPHY 71 

APPENDIX: ACQUISITION AND DIVESTMENT PROFILES 75 

Acquisition profiles 76 

Divestment profiles 200 

APPENDIX BIBLIOGRAPHY 221 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 

Table of figures 
 
Fig. 01: The decision to stay or exit as a function of incentives and barriers to exit 12 
Fig. 02: Conceptual framework for foreign divestment 12 
Fig. 03: Modified conceptual framework for foreign divestment 14 
Fig. 04: Typology of divestment patterns 16 
Fig. 05: Expected impact from deal attitude on foreign divestment 20 
Fig. 06: Deals per year by number of deals 40 
Fig. 07: Deals per year by value of deals 40 
Fig. 08: Deals per buyer country by number of deals 41 
Fig. 09: Deals per target country by number of deals 41 
Fig. 10: Deals per buyer country by value of deals 42 
Fig. 11: Deals per target country by value of deals 42 
Fig. 12: Deals per buyer industry by number of deals 43 
Fig. 13: Deals per target industry by number of deals 43 
Fig. 14: Deals per buyer industry by value of deals 44 
Fig. 15: Deals per target industry by value of deals 44 
Fig. 16: Friendly deals by value of deals 45 
Fig. 17: Hostile deals by value of deals 45 
Fig. 18: Divestment distribution by year of deal 45 
Fig. 19: Divestment distribution by year of divestment 46 
Fig. 20: Divestment distribution by buyer country 46 
Fig. 21: Divestment distribution by target country 46 
Fig. 22: Divestment distribution by buyer industry 47 
Fig. 23: Divestment distribution by target industry 47 
Fig. 24: Divestment distribution by size 47 
Fig. 25: The impact on p(D) from acquisition 48 
Fig. 26: The impact on p(D) from deal attitude 48 
Fig. 27: The impact on p(D) from cultural distance 48 
Fig. 28: The impact on p(D) from international experience 49 
Fig. 29: The impact on p(D) from R&D intensity 49 
Fig. 30: The impact on p(D) from country risk 49 
Fig. 31: The impact on p(D) from economic performance 49 
Fig. 32: The impact on p(D) from growth 50 
Fig. 33: The impact on p(D) from conglomerate parent 50 
Fig. 34: The impact on p(D) from MNE strategy 50 
Fig. 35: The impact on divestment anatomy from deal attitude 51 
Fig. 36: The impact on divestment anatomy from cultural distance 52 
Fig. 37: The impact on divestment anatomy from international experience 52 
Fig. 38: The impact on divestment anatomy from R&D intensity 53 
Fig. 39: The impact on divestment anatomy from country risk 53 
Fig. 40: The impact on divestment anatomy from economic performance 54 
Fig. 41: The impact on divestment anatomy from growth 54 
Fig. 42: The impact on divestment anatomy from conglomerate parent 55 
Fig. 43: The impact on divestment anatomy from MNE strategy 55 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 

 1

1 Introduction and problem statement 
1.1 Introduction 
For more than half a century, the flow of trade in goods and services across national borders 

has expanded faster than world output. More than eight trillion in goods and two trillion in 

services moved cross-border in 2004, and more than a billion dollars in foreign exchange 

transactions are made every day (WTO 2006). The globalization of production and markets is 

increasing. 

 

Globalization is also increasing in the area of investment. From $25 billion in 1975, foreign 

direct investment (FDI) grew to a record $1.2 trillion in 2000, before falling back to an 

estimated $620 billion in 2004. As a result of the strong flow of FDI, the global stock of FDI 

exceeded $8.1 trillion by 2003. At least 61,000 parent companies had 900,000 affiliates in 

foreign markets that collectively employed some 54 million people abroad and generated 

value equal to about one-tenth of global GDP (Hill 2006). 

 

Most FDI takes place in the form of mergers and acquisitions (M&As): 78 percent of all FDI 

inflows in 2001, and 49 percent in 2003 (UNCTAD 2004). According to UNCTAD (2000), 

“cross-border M&As, particularly those involving large firms, vast sums of money and major 

restructuring of the activities of firms, are among the most visible faces of globalization”. 

 

However, not all deals are successful. A KPMG study found that 83 percent of the largest 

cross-border acquisitions completed between 1996 and 1998 were unsuccessful in producing 

any business benefit as regards shareholder value, while only 17 percent actually created 

value (Kelly, Cook and Spitzer 1999). A number of cross-border acquisitions end with foreign 

divestment. This has significance both at the political, managerial and empirical level. 

 

At the political level, one of the main concerns of globalization critics is that globalization 

contributes to increased instability for workers and local communities. They see foreign 

divestment in cross-border acquisitions as a key source of such instability: “There is a 

perception that mergers and acquisitions do not necessarily add productive assets or new jobs 

to a country. At the heart of the anxieties is the notion that M&As … lead to the breaking up 

of the acquired firm and divestment of its individual parts. Such concerns exist in all 

countries” (UNCTAD 2000). 
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At the managerial level, Shimizu, Hitt, Vaidyanath and Pisano (2004:308) point out that the 

occurrence of foreign divestment demonstrates that “cross-border M&As pose tremendous 

challenges, in particular, at the post-acquisition stage … Given the increasing number of 

cross-border M&As and their growing importance in the global market, a better understanding 

of the opportunities and challenges for firms following this strategy is required.” 

 

At the empirical level, the increase in cross-border acquisitions has happened so fast, 

academic research has not been able to keep pace. Shimizu et al. (2004:347) recall that 

“virtually no research has been done in the area of learning from … divestitures or 

liquidations of cross-border M&As ... opening this black box and providing managerial 

insights would significantly inform scholarly research and practitioners.” Similarly, Benito 

(2005) notes that the number of studies dealing specifically with foreign divestment is limited. 

 

1.2 Problem statement 
Many studies have been carried out on divestment in domestic acquisitions. For instance, 

Ravenschaft and Scherer (1987) estimated that 33 percent of the acquisitions of the 1960s and 

1970s were later divested. Kaplan and Weisbach (1992) have observed that 44 percent of 271 

large acquisitions made between 1971 and 1982 had been divested by the end of 1989. When 

it comes to the growing number of cross-border acquisitions, however, both the probability 

and anatomy of foreign divestment remain elusive. 

 

Is there a similar probability of divestment in cross-border acquisitions as in domestic 

acquisitions? In the deals where foreign divestment occurs, are there variations in the form 

which those divestments take? If so, what are those variations, and what determines variation? 

 

These issues can only be studied by looking at empirical evidence on foreign divestment in 

cross-border acquisitions. The need to assemble such evidence provided the principal 

motivation for our paper. Accordingly, our problem statement is defined as follows: 

 

 
What is the probability and anatomy of foreign divestment in cross-border acquisitions? 
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1.3 Key definitions 
1.3.1 Cross-border acquisitions 
Acquisitions are transactions where one firm (the buyer) purchases another firm (the target). 

Most acquisitions involve two firms within the same country; however a growing number 

involves firms headquartered in two different countries. These are cross-border acquisitions. 

 

1.3.2 Foreign divestment 
According to Benito (1997b:311), “foreign divestment refers to the dismantling of an 

ownership relation across national borders”. There are two main types of foreign divestment: 

forced and deliberate, he goes on to explain: “The term forced divestment applies to the 

seizure of foreign-owned property, i.e. actions referred to as nationalization, socialization, 

expropriation, and confiscation, in which change of ownership is forced upon the investor 

(Kobrin 1980, Akhter and Choudry 1993). Deliberate divestment, on the other hand, is based 

on strategic considerations leading to the voluntary liquidation or sale of all or a major part of 

an active operation in another country (Boddewyn 1979).” The latter will be the focus of our 

study. 

 

1.3.3 Divestment probability and divestment anatomy 
Our problem statement concerns both the probability and anatomy of foreign divestment. We 

define divestment probability as the likelihood of divestment occurring, i.e. the why. In 

contrast, we see divestment anatomy as the form that the divestment takes once it occurs, i.e. 

the how. In our theoretical foundation, we will go further in-depth on both concepts. 

 

1.4 Thesis overview 
The remainder of this thesis proceeds as follows. Next, we will present the theoretical 

foundation for our study, including definitions of both acquisitions and divestments. From the 

theory, we intend to develop expected causal relationships between key factors in the 

acquisitions, and the probability and anatomy of divestment. In order to conduct an empirical 

study on the expected relationships, we will try to operationalize the theory. After the 

operationalization, we move on to present descriptive statistics about our data and key 

findings, and discuss how the findings match our expectations from theory. Finally, we 

present our conclusions and final remarks about the study. Individual profiles of the cross-

border acquisitions and foreign divestments discussed in the paper are attached (appendix). 
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2 Theory 
In the introduction, we presented the general topic for our paper, set out a specific problem 

statement and presented definitions of key terms. In this section, we will present the 

theoretical foundation for our research on the problem statement. We will begin with a brief 

look at acquisitions in general, before we move on to cross-border acquisitions in particular, 

including acquisitions in a process-oriented perspective. Next, we will move on to divestment, 

examining different streams of previous literature on the subject and a conceptual framework 

which unifies these streams. Finally, we will attempt to develop a modified conceptual 

framework which incorporates divestment anatomy in addition to divestment probability and 

is targeted specifically at foreign divestment in acquisitions. 

 

2.1 Acquisitions 
There are several alternative paths available to someone who wants to enter a new market, 

both in a domestic and in a cross-border context. One is to set up a greenfield venture, in other 

words to build a new business from scratch. Another is to enter a joint venture with a local 

partner, sharing both risks and rewards. A third alternative is to conduct an acquisition of an 

existing enterprise in the new market. 

 
2.1.1 Advantages 
For those who decide to enter a new market through an acquisition, there are several 

important advantages. First, acquiring something already existing may be quicker than 

building something new. This may in some cases allow the buyer to pre-empt competitors. In 

other cases, the product or market may be changing so rapidly that an acquisition is the only 

way of successfully entering the market, if internal development is simply too slow.  

 

A second advantage for acquirers is that acquisitions may be less risky than greenfield 

ventures. When a firm makes an acquisition, after all, it acquires a set of assets which are 

producing a known revenue and profit stream. In contrast, the revenue and profit stream that a 

greenfield venture might generate is uncertain – because it does not yet exist. Additionally, in 

an acquisition, the buyer not only acquires a set of tangible assets, such as factories, logistics 

systems, customer service systems, and so on, but also acquires valuable intangible assets, 

including brand names and employees with knowledge and experience. These may contribute 

to reducing the risk of failure in the new market. 
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A third advantage is when entering in the form of acquisition is the only viable way. Benito 

(1997a) highlights oligopolistic markets as examples of where this may occur. Finally, 

acquisitions may yield financial advantages for the acquirer. A company may wish to spot and 

opportunistically acquire an undervalued firm, or an acquisition might even bring a short-term 

boost to buyer’s share value in itself. 

 

2.1.2 Disadvantages 
Despite many advantages, acquisitions also have disadvantages. For one, they often produce 

disappointing results. In a study of the post-acquisition performance of acquired companies, 

Ravenscraft and Scherer (1987) concluded that on average the profits and market shares of 

acquired companies declined following acquisition. Similarly, Ashkenas and Francis (2001) 

argue that less than half of all mergers and acquisitions ever reach their promised strategic and 

financial goals. In observing the acquisitions of U.S. firms during the 1950-1986 period, 

Porter (1987:46) pointed out that “only the lawyers, investment bankers, and original sellers 

have prospered in most of these acquisitions, not shareholders”. Not quite the intended effect. 

 

There are different reasons why so many acquisitions fail. One may be inadequate pre-

acquisition screening, as suggested by Haspeslagh and Jemison (1991). Many firms decide to 

acquire another firm without thoroughly analyzing the potential benefits and costs involved in 

the transaction. They often execute the acquisition too rapidly, perhaps because they fear 

another competitor may preempt them. After the acquisition, however, some discover that 

instead of buying a well-run business, they have purchased a troubled organization, they are 

unable to add any value to the target or they have overpaid for the assets of the acquired firm. 

As Porter (1987:5) explains, “diversification cannot build shareholder value if the cost of 

entry into a new business eats up its expected returns.” Inadequate pre-acquisition screening 

may be the result of management hubris (Roll 1986). However, in deals where there are 

several bidders, overpayment may also be a signal of “the winner’s curse” (Thaler 1988). 

 

Perhaps the most important acquisition disadvantage, however, is the risk that the cultures of 

the acquiring and acquired firm may clash, possibly because the employees of the target do 

not like the acquiring company’s way of doing things (Walsh 1988, Nahavandi and 

Malekzadeh 1988). Such a collision of cultures may hinder or at least significantly slow down 

attempts to integrate the operations of the buyer and the target, and thus attempts to realize 

synergies. 
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2.1.3 Cross-border acquisitions 
So far, we have been discussing acquisitions in general. Here, we will narrow our focus down 

to the unique characteristics of acquisitions across national borders. According to Bruner 

(2004), there are six main advantages specific to cross-border M&A: 

 

 Exploiting market imperfections 

 Extending the reach of the buyer’s or target’s intangible assets 

 Reducing tax expense through arbitrage across different tax jurisdictions 

 Reducing risk through diversification 

 Exploiting differences in capital market and currency conditions 

 Improving governance 

 

As additional potential advantages of cross-border M&A, Biswas, Fraser and Mahajan (1997) 

mention regulatory avoidance, financing and the ability to maintain good relationships with 

customers who themselves have a need for multinational delivery of goods or services. 

 

In terms of disadvantages specific to acquisitions across national borders, Benito (1997a:10) 

finds strong evidence that acquisitions increase the likelihood of foreign divestment: “While 

internationalization exposes companies to an array of difficulties regardless of the actual 

mode of entry used” he writes, “problems are likely to increase when a foreign entry is made 

by acquisition”. Similarly, Li (1995) and Barkema, Bell and Pennings (1996) also believe that 

problems are likely to increase when foreign entry is made by acquisition. 

 

2.1.4 A process-oriented perspective 
Because of the poor track record of corporate acquirers, attention is increasingly being 

directed toward acquisitions as a process rather than as a single decision. For instance, 

Ashkenas, DeMonaco and Francis (1998:166) argue that executives should “learn how to 

manage the integration of acquisitions as a replicable process and not as a one time-only 

event.” Similarly, Jemison and Sitkin (1986:162) propose that “attention be directed to a 

previously overlooked and potentially critical determinant of acquisition outcomes – the 

acquisition process itself”. Fund investors are able to achieve greater returns on their M&A 

investments, Aiello and Watkins (2001:102) argue, because “fund investors treat deal 

management as a core part of their business conducted by a permanent group of experienced 

executives, and they have a well-established process that they stick to”.  
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We will return to the process-oriented perspective at a later stage and see it in relation to 

foreign divestment. First, however, we will introduce the basics of foreign divestment. 

 

2.2 Foreign divestment  
Having examined acquisitions both in general and specifically to cross-border transactions, as 

well as in a more process-oriented perspective, our next step is to look at divestment. Here, 

we will conduct a similar but more extensive examination, first reviewing previous literature 

on the subject, and presenting a conceptual framework by Benito (1997b). Next, we will 

introduce a modified conceptual framework tailored to the problem statement of our study. 

We will explain each modification from the original framework in turn, with a special 

emphasis on the addition of divestment anatomy. The purpose of this explanation is to prepare 

for the next step, namely to discuss the variables of the divestment anatomy in relation to the 

factors determining foreign divestment. We will see the impact of all factors on both the 

probability and anatomy of foreign divestment in light of an acquisition context. Finally, we 

will summarize the theory and present expectations for our empirical research. 

 
2.2.1 Previous literature on divestment 
In our introduction, we defined foreign divestment as the dismantling of an ownership relation 

across national borders. Further, we defined our problem statement as examining the 

probability and anatomy of foreign divestment. One of the first things we must find out in 

order to resolve this problem is what determines divestment both in general and cross-border. 

 

The literature suggesting determinants of divestment is diverse. We will study three streams 

of literature on divestment in general: industrial organization (IO), financial studies and 

corporate strategy (Benito 1997b, Chow and Hamilton 1993). We will look at each in turn, as 

well as literature specifically on foreign divestment. This is a step towards later introducing a 

conceptual framework which unifies the different streams. 

 

Industrial organization (IO) 

In the IO approach to divestment, incentives and barriers to exit are key concepts. The most 

obvious reason to exit is low profit – or even losses – caused by too high costs, permanent 

decrease in demand or aggressive and more efficient competition (Benito 2003, Siegfried and 

Evans 1994). On the other hand, there are also important impediments to exit. One is the 
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existence of specific assets which do not have a valuable alternative use (Williamson 1985, 

Caves and Porter 1976). Another is inter-relatedness between units, i.e. in situations where 

two units have joint production and distribution facilities, and only one is profitable while the 

other is not. If the second unit is contributing positively to the company’s overall 

performance, it might not be divested even if it is unprofitable in itself (Benito 2003). 

 

Another important point in the IO literature is that divestment depends on diversification 

(Haynes, Thompson and Wright, 2003). For instance, Caves and Porter (1976) argue that 

owners of independent plants are faced with lower opportunity costs, and hence are willing to 

accept a lower rate of return than operations run by multiplant/multi-industry companies. This 

could influence the divestment decision. Another study emphasized by Benito (2003) is 

Markides (1995) who argues that “over-diversified” companies are likely to divest non-core 

units in order to re-gain performance. Finally, Wright and Thompson (1987) argue that 

divestment is more likely to occur in diversified companies because decisions are most likely 

made by managers geographically and/or emotionally remote from the units under 

consideration for divestment. This could lower their barriers to exit. 

 

Financial studies 

The impact of divestment on company performance is the main focus of financial studies on 

divestment. Benito (2003) shows that many have looked at the effect of divestment on share 

prices. Findings so far suggest that divestments in most cases increase the market value of a 

company (Markides 1995). Benito (2003) further refers to Padmanabhan (1993) who finds 

that this is the case both for domestic and foreign operations. One reason could be that the 

unit subject to divestment was suffering from poor performance before it was divested. 

 

Other studies have looked at profitability measures more from the perspective of within the 

corporation (Haynes, Thompson and Wright 2002). Benito (2003) highlights findings by 

Weston (1989) who identifies that divestment may occur as a result of misguided acquisition 

policies and, as mentioned in the IO review, corporate diversification strategies. Another 

factor highlighted by Benito (2003) is the issue of units acquired in order to realize synergies 

with a company’s core business, where the synergies’ value might be lower than first 

expected, decrease over time or even totally disappear.  Finally, highly diversified companies 

may eventually reach a point where there is a need for less diversification/more focus. In such 
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cases, curiously, both the original acquisition and the following divestment may turn out to 

impact the buyer’s value in the financial markets positively (Benito 2003). 

 

Corporate strategy 

The product life-cycle approach dominates the first studies on divestment from the branch of 

strategic management (Benito 2003). They argue, in short, that divestment is one of several 

strategic options available in declining industries (Davis 1974, Harrigan 1980), as an 

appropriate choice in ”end game” situations with high volatility and uncertain future returns. 

Another perspective Benito (2003) brings forward is the corporate portfolio, or the idea that 

the corporation is a portfolio of assets, products and activities, which should be under constant 

evaluation from both a financial and strategic perspective (Chow and Hamilton 1993). This 

idea is supported by studies which show that units with poor performance are more likely to 

be divested (Duhaime and Grant 1984, Chow and Hamilton 1993). Divestments may also 

occur because the corporate parent sees a need for improved liquidity. 

 

When it comes to the relationship between corporate strategy and performance, Benito (2003) 

refers to a number of studies which conclude that corporate expansion into related industries 

entails better performance and better survival rate than expansion into unrelated industries 

(Bane and Neubauer 1981, Lecraw 1984, Morck, Schleifer and Vishny 1990, Pennings, 

Barkema and Douma 1994). Additionally, Benito (2003) emphasizes studies which report that 

low interdependency between units (Duhaime and Grant 1984) and the need to focus on core 

activities (Hamilton and Chow, 1993), to a high degree motivate the decision to divest. 

 

Foreign divestment 

The literature review so far has been dealing with the determinants of divestment in general. 

We will now conclude by focusing on divestment in a cross-border context. Unfortunately, 

the number of studies on foreign divestment is rather limited. 

 

Benito (2003:8) points to studies which have found that “while internationalization exposes 

companies to an array of difficulties regardless of the actual mode of entry used or the 

location of the foreign unit, problems are likely to increase when foreign entries are made in 

culturally distant locations, when there are few other foreign firms operating in the same 

country, and/or they are made by acquisition or joint venture”. 
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In particular, problems increase in cross-border acquisitions as a result of what is known as 

double-layered acculturation. This entails significant challenges for the corporate parent, and 

we will go more in-depth on this point further on in this paper. With regards to acquisitions 

and joint ventures, Barkema, Bell and Pennings (1996) as well as Li (1995) indicate that the 

probability for divestment is higher for acquisitions and joint ventures. In contrast, Benito 

(1997a) reports that acquisitions increases exit rates, while this is not the case for joint 

ventures. On a related note, Mata and Portugal (2000) find that divestment can be done both 

through closure and sell-offs. Acquisitions have a higher probability of sell-off than greenfield 

ventures, while greenfields have a higher probability of being closed down. Finally, Benito 

(2003) points to Li (1995), who finds lower risk of divestment for foreign ventures related to 

the company’s main line of business than for unrelated ventures. This is in line with similar 

studies in domestic business. 

 

Summarizing the findings from previous studies on foreign divestment, some relatively 

consistent patterns have been revealed concerning how cross-border acquisitions may have an 

impact on the destiny of FDIs. However, these studies have mainly focused on divestment 

probability. Later, we will attempt to develop a modified conceptual framework which also 

incorporates divestment anatomy. First, however, we will present a conceptual framework 

unifying the streams of literature reviewed here. 

 

2.2.2 Conceptual framework for foreign divestment 
The conceptual framework for foreign divestment developed by Benito (1997b) serves as the 

theoretical foundation for our study. This framework includes the most significant factors 

determining foreign divestment and is useful in our work because we will take the incidence 

of foreign divestment as a pre-condition for the study of the anatomy of foreign divestment. 

Further, we believe that the factors relevant for divestment probability are also relevant for 

explaining divestment anatomy, because they represent issues which all cross-border 

acquisitions to some extent will be faced with. 

 

Previous literature suggests that foreign divestment is the result of interaction between the 

firm-specific and contextual dimensions (Simões 2005). Accordingly, the importance of 

taking a framework approach is clear. Next, we will introduce a conceptual framework for 

foreign divestment, and create a modified version tailored to our problem statement. 
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Incentives to exit versus barriers to exit 

The first step in introducing the conceptual framework is to establish the concept of incentives 

and barriers to exit as a mechanism in the model, since they represent a systematic way in 

which to investigate why cross-border acquisitions are divested. Incentives and barriers to exit 

have previously been introduced under our discussion of the IO perspective on divestment.  

The underpinning for this mechanism is evident when taking into consideration that “the 

purpose of operating a foreign unit – as any other commercial activity – is, after all, to make a 

profit (or at least contribute to profit)”. Accordingly, adds Benito (1997: 315), “it seems that a 

natural starting point in a discussion of divestments would be to look at the economic basic 

for such actions.” Benito (1997b) further argues that a positive incentive to exit (Iexit) exists as 

long as current profits πt or expected profits E(πt)T over the relevant period of time T do not 

meet the expected rate of return π*. 

 

(1)     Iexit > 0 : [ πt ; E(πt)T ] < π* 

 
However, it is not always an easy task to leave on-going operations (Benito 1997b). There are 

barriers to exit (Bexit) which act as an opposition to incentives to exit. Such impediments are 

basically the existence of both tangible and intangible assets with a value Vt, which is higher 

when applied in their current use than in the best alternative use VA. Further, there may also be 

switching costs, SC, such as problems related to identifying alternative options, or even more 

emotional issues. Following from this, barriers to exit is defined as follows: 

 
(2)     Bexit > 0 : [ (Vt - VA) + SC ] > 0 

 
Holding (1) and (2) together, it becomes evident that even if the incentives to exit may be 

significant, it does not necessarily lead to exit as long as the barriers to exit are also 

considerable. Hence, a third condition must be introduced for exit to take place: 

 
(3)          Iexit > Bexit 

 
The effect of these opposing forces is illustrated as follows: 
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Fig. 01: The decision to stay or exit as a function of incentives and barriers to exit 

 
(Benito 1997b) 

The conceptual framework 

Having introduced incentives and barriers to exit as a mechanism in the framework, and 

explained their impact on the divestment probability, our next step is to examine the factors 

influencing this mechanism, by influencing incentives and barriers to exit respectively. 

Holding together essential findings from previous studies in economics, strategy and 

international business, Benito (1997b) presents the following model: 

 
Fig. 02: Conceptual framework for foreign divestment 
 

 

 
(Benito 1997b) 

 

Benito (1997b) proposes that the essential determinants of divestment probability can be put 

together into four main groups: One, the stability of the environment in which the foreign 

business operates. Two, the attractiveness of the foreign business. Three, the strategic fit of 

the foreign business with the parent company. Four, issues related to governing the foreign 

operation. 
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We will later examine the influence from each of these groups and the individual factors on 

incentives and barriers to exit in a cross-border acquisition. First, however, we will introduce 

our modified conceptual framework, which – among other things – in addition to divestment 

probability also looks at divestment anatomy. 

 

2.2.3 Modified conceptual framework for foreign divestment 
Having introduced the Benito (1997b) conceptual framework as our starting point, we will 

now proceed with a number of modifications in order to develop a framework tailored to our 

study of divestment probability and anatomy in cross-border acquisitions. 

 

A total of seven modifications will be made at this point. First, we introduce six variables of 

divestment anatomy. Second, we introduce time and the possibility of more than one 

divestment in the same cross-border acquisition, in a process-oriented perspective. Third, we 

propose that the options available to the buyer in terms of the divestment anatomy variables 

influence incentives and barriers to exit, as a “shadow of the future”. Fourth, we keep 

acquisition as a constant contextual factor at the corporate level. Fifth, we separate between 

acquisitions with different deal attitudes. Sixth, we look at divestment in acquisitions under 

different MNE strategies. Seventh, and finally, we differentiate between forced and deliberate 

divestments. 

 

A model of our modified conceptual framework for foreign divestment is presented on the 

following page. Next, we will go further in-depth on each modification in turn. First, 

however, we conduct a short discussion of contrasting approaches to the concept of 

divestment, in order to explain the theory behind the modifications. 



 

 

Fig. 03: Modified conceptual framework for foreign divestment 
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Contrasting approaches to the concept of divestment 

Examining previous literature on divestment, it becomes evident that there are two 

approaches in defining this phenomenon (Simões 2005). The first is related to ownership, and 

sees divestment as the dismantling of an ownership position (Vale 2001). The implication of 

this perspective is that divestment does not necessarily mean the end or closure of the 

divested firm, since it may continue to operate under new ownership. The second approach, 

which is often applied in economic geography, interprets divestment as plant closure (Clarck 

and Wrigley 1997, Watts and Stafford 1986). 

 

Having examined the two approaches, it is evident that a gap exists between them. This gap 

has been investigated by several previous studies in the field of international business. Simões 

(2005) points to Mata and Portugal (2000) who make the distinction between divestiture and 

liquidation: Divestiture is used when the subsidiary pursues its activities under new 

ownership, while liquidation is used when the subsidiary ceases to exist. Hennart, Kim and 

Zeng (1998) find a rather similar distinction, where the term “sell-off” is applied instead of 

divestiture, and the interpretation of liquidation is the same. Another interesting distinction is 

introduced by Mariotti and Piscitello (1997), who separate between failures; i.e. when a 

subsidiary’s performance is insufficient, leading to a divestment by the corporation in order to 

get rid of it – and restructurings; i.e. when divestment is the consequence of the corporation’s 

perceived need to respond or anticipate competitive challenges. In contrast, Benito (2003) 

argues that divestment can be envisaged from a four fold perspective: firm adjustments, 

failures, restructurings and external impositions. Impositions are similar to forced divestments 

(Benito 1997b). 

 

Regardless of which approach is selected, the conclusion remains that there are different types 

of divestments – all do not have the same exact form or anatomy. The question then becomes: 

Is the anatomy of foreign divestment random, or are there factors influencing this decision? 

For such a discussion, we primarily refer to Simões (2005). His conclusion is that it is indeed 

possible to identify “patterns of declining involvement in foreign subsidiaries”. Pointing to 

Pike’s (2003) view of divestment as a process, Simões (2005) further develops a typology of 

such patterns – drawing on the two approaches to the concept of divestment we introduced 

earlier, i.e. divestment as reduction of ownership of a firm and divestment as a reduction of 

assets or activities within a firm. He presents this typology as follows: 
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Fig. 04: Typology of divestment patterns 
 

 
(Simões, 2005) 

 

In this model, Simões (2005) argues that a typical pattern of declining involvement in a 

foreign subsidiary starts with the first quadrant, moves on to the second and fourth quadrants, 

and ends with the third quadrant as the final stage of declining involvement. 

 

The first quadrant in the model illustrates cases where no divestment occurs. This situation is 

called “business as usual.” The second quadrant captures divestments with a total or partial 

sell-off of MNC equity – without influencing the subsidiary’s activities to a significant 

degree. This type of divestment anatomy, Simões (2005) explains, corresponds to a large 

extent to strategic reconfiguration or underperformance in the subsidiary. 

 

The third quadrant covers the most controversial example of divestment anatomy, namely 

subsidiary liquidation. It is argued by Simões (2005) that all divestments classified as closure 

by Watts and Stafford (1986) and Watts (1991) – i.e. termination of business, abandonment of 

product line, outsourcing and selective closure – are included here. The major motives 

underlying the divestment anatomy in this quadrant is according to Simões (2005) re-

configuration of plant locations or re-design of sourcing chains – as a result of 

underperformance in the subsidiary.  

 

Finally, the fourth quadrant contains cases where ownership remains the same, but 

downgrading or decline in subsidiary activity occurs. It is argued by Simões (2005) that three 

types of divestments are included there. First, in situ recession, meaning reduced 

manufacturing activity and employment – also called  increasing anemia in the subsidiary. 
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Second, technological downgrading due to the subsidiary not living up to new standards in the 

production of new generations of technology intensive products , and hence starts to focus on 

products and services, which are demanding less skills, or mature products or services. Third, 

a cut-back as a result of the subsidiary’s declining relevance. 

 

Modification 1: Divestment anatomy 

With the Simões (2005) divestment typology as our starting point, we will now proceed to 

explain the first modification of the conceptual framework for foreign divestment. In short, 

based on the idea of different patterns of declining involvement in a foreign subsidiary, we 

introduce the concept of divestment anatomy with the following variables: 

 

− Stock/asset: The buyer in a cross-border acquisition may choose to divest either stock 

or assets in the target. We define stock as shares representing ownership of the target 

and asset as resources within the target. 

− Full/partial: Buyers may divest all or part of the target, in line with Benito (2006). 

− Sale/closure: Divestment may take the form either as a sale or as a closure/shut-down. 

− Number: In deals where foreign divestment occurs, divestment does not necessarily 

happen only once, but may be conducted several times. In the case of full divestment, 

however, the full divestment is the final divestment in that deal. 

− Value: Different divestments may have different value in dollars. 

− Relative value: Different divestments may have different value relative to the size of 

the cross-border acquisition. 

 

Modification 2: Process-oriented perspective (time and multiple divestments) 

From a corporate strategy point of view, divestment should be considered more a process than 

a discrete decision, argues Simões (2005). We agree – and building on behavioral theory, we 

propose that firms may conduct foreign divestment in a series of steps, gradually decreasing 

internationalization. This is the opposite of the effect suggested by Johanson and Vahlne 

(1977), namely that firms may conduct FDI in steps, gradually increasing internationalization. 

The implication of introducing a process perspective is that time is included as a factor in the 

model. This entails that the impact of the factors underlying the decision to divest are 

constantly influencing incentives and barriers to exit. The probability for divestment therefore 

changes with time, given that the factors change. 
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The second factor implied by the process perspective is the possibility of multiple divestments 

(n > 1). This means that in cases with partial divestments, where the option for further 

divestment exists, incentives and barriers to exit will continue to influence divestment 

probability after the partial divestment has occurred. Holding this together with the time 

factor, the first divestment will then occur after Dt0, while the total length of the subsequent 

divestment period will be Dtn, or in other words the time from the acquisition until the last 

divestment. This is particularly relevant in cases of more incremental restructuring activity. 

 

Modification 3: “Shadow of the future”1 

So far, we have presented a model based on one-way causality – i.e. certain factors 

influencing incentives and barriers to exit, which in turn influences divestment probability 

and divestment anatomy. Here, we introduce the possibility that influence may also run in the 

opposite direction – in other words the available options in terms of divestment anatomy may 

also influence incentives and barriers to exit, and thus divestment probability. 

 

A typical example would be a situation where the buyer has made a successful financially 

motivated acquisition. In such a case, the buyer would have a strong incentive to exit at some 

point to harvest his gain. The decision of whether or not to divest, however, would be 

influenced by – among other things – the likelihood of the buyer exiting his investment in a 

sale rather than a closure, with a profitable divestment value and with a divestment time 

keeping time-related costs at a desired level. 

 

In such a situation, we believe that the available options of divestment anatomy could be a 

marginal factor making Iexit > Bexit. 

 

Modification 4: Acquisition as a contextual factor at the corporate level 

The factors determining the decision to divest in the modified conceptual framework can be 

thought of in terms of different interrelated contexts. This is an approach supported by 

previous literature (i.e. Simões 2005). Applying this approach to the subject of our study, we 

uncover three contexts subject to consideration. First, the external context, consisting of the 

target country environment, including such factors as national culture and country risk. 

                                                 
1 ”The shadow of the future” is a term from game theory, often associated with the classic game of the prisoner’s 
dilemma, referring to the possibility of repeated games. We interpret this to include both the possibility of the 
first instance of divestment and the consecutive instances (if any). 
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Second, the industry context, as captured by target market growth and target company 

performance. Third, and finally, the corporate context. At the corporate level, we have 

introduced the acquisition factor as a contextual factor. 

 

In short, what this means is that we keep the acquisition factor in the framework constant 

(A=k). As a result, a more complex picture appears both with regards to the probability and 

anatomy of divestment. We will review the impact of the acquisition as a contextual factor at 

the corporate level on the different factors underlying the probability and anatomy of 

divestment later on in the paper. 

 

Modification 5: Deal attitude 

A number of studies in a domestic context suggest that divestment probability and re-

structuring activity is higher for hostile acquisitions than for friendly acquisitions2. However, 

when it comes to acquisitions across national borders, little research has been done 

specifically on deal attitude. 

 

For the purpose of our study, we will assume that the impact from deal attitude is the same on 

acquisitions in a cross-border context as it is in the domestic context. Accordingly, we will 

draw on the acquisition factor as a constant at the corporate level, and introduce deal attitude 

as a sub-factor influencing divestment probability and anatomy. This is then equal to 

changing the nature of the acquisition constant in the model, and hence altering the corporate 

context. Friendly acquisitions will then correspond to A=kF and hostile acquisitions to A=kH.  

 

We have defined the two alternative deal attitudes as follows: 

 

Friendly acquisitions are negotiated deals struck voluntarily by both the buyer and the target 

(Reed and Lajoux 1999). These deals are based on mutual accommodation of the interests of 

two or more parties who believe they will be better off together than apart. On the other hand, 

hostile acquisitions, also called hostile takeovers or unsolicited bids, are offers to buy shares 

in a public company’s stock which are initially rejected by the board of the target company 

(Reed and Lajoux 1999). 

                                                 
2 Conyon, Girma, Wright and Thompson (2000) found that a high level of post-merger divestment distinguishes 
hostile transactions. Similarly, Haynes, Thompson and Wright (2000) found that merely the threat of a hostile 
approach was sufficient to generate a significant increase in the level of divestment activity. 
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According to Schwert (2000), however, the phrase “hostile takeover” means different things 

to different people, and while the correlations among different measures of hostility are 

positive, they are not especially high. We will keep this in mind as we move forward. 

 

We do not believe that deal attitude directly influences incentives and barriers to exit. We 

believe, however, that deal attitude influences the significance of the acquisition factor, and 

that this in turn influences the magnitude of the incentives and barriers to exit, which 

eventually decide the probability of divestment, and also the divestment anatomy. Based on 

this the chain of causality can be expressed in the following way: 
 

Fig. 05: Expected impact from deal attitude on foreign divestment 
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Modification 6: Multi-national enterprise strategy (MNE strategy) 

In line with the thought that the conceptual framework can be envisaged as three inter-related 

contexts, we now introduce MNE strategy as another additional framework factor at the 

corporate level. By introducing this factor, we are able to study more in-depth the strategic fit 

between the buyer and the target firm, and hence more clearly assess divestment probability 

and anatomy. The MNE strategy factor is implemented by applying the international business 

strategy typologies developed by Bartlett and Ghoshal (1989) based on the integration-

responsiveness model. These are: 

 

(1) Multinational strategy: Companies following a multinational strategy focus on national 

differences to achieve their strategic objectives, by differentiating their product offerings 

in accordance to national differences in customer preferences, industry characteristics and 

government regulations. Based on this the individual national subsidiary in most instances 

has a significant decision-making autonomy, and is to a high degree self-sufficient with 

regards to how resources are located. 

 

(2) International strategy: Companies pursuing an international strategy create innovations at 

home and then exploit these on a world-wide basis by transferring new products, 

processes and/or business systems to foreign markets. The foreign markets are in most 
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cases treated independently, and export is the preferred means of reaching these markets. 

Foreign subsidiaries are typically used late in the internationalization process, when scale 

and operations justify their use. 

 

(3) Global strategy: Companies following a global strategy try to achieve world-wide 

efficiency by centralizing production and other value-generating activities, subject to 

economies of scale. They sell rather standardized products in all national markets. 

 

(4) Transnational strategy: Companies following a transnational strategy try to overcome the 

global integration versus local responsiveness trade-off by being locally responsive and 

achieving global scale and scope efficiencies at the same time. This strategy is difficult to 

execute and the occurrence appears to be low. 

 

We will discuss the specific impact of MNE strategy on incentives and barriers to exit under 

section 2.2.4 (Factors underlying the probability and anatomy of divestment). 

 

Modification 7: Forced/deliberate 

Finally, we introduce forced/deliberate divestment as a factor. The two have already been 

defined in the introduction of this paper. In our model, we consider deliberate divestments the 

base case, and assume that incentives and barriers to exit in such decisions function as 

described in the modified conceptual framework. Forced divestments, however, entail a 

probability of divestment equal to 100 – hence bypassing incentive and barrier considerations. 

In such cases, only the matter of divestment anatomy remains of interest. 

 

2.2.4 Factors underlying the probability and anatomy of divestment 
Having presented the modifications in our modified conceptual framework, we will now 

proceed to update the influence of each of the factors in the framework on divestment. This 

will be done in two steps. First the impact of each factor on the probability of divestment will 

be examined. This then corresponds to the why. Second, the impact of the factors on 

divestment anatomy is investigated, and is concerned with how. The first step is in line with 

the conceptual framework presented by Benito (1997b). Further, due to this thesis taking a 

process perspective it is important to keep in mind the inter-relatedness between the first and 

the second step. The outcomes of this discussion will form the starting point for the 

development of expectations for our empirical research. 
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Environmental stability 
 
R&D intensity 

Benito (1997b:320) argues that argues that R&D intensity is a “double edged sword” with 

regards to p(D), increasing both the incentives and barriers to exit. On the latter point, 

“perceived barriers to exit are likely to increase due to large sunk investments made in 

research and in the development and marketing of new products.” However, we believe the 

acquisition context will reduce these perceived barriers to exit. This is because new owners 

have a lower degree of attachment to investments made under the previous owners. Further, 

Benito (1997b) refers to Audretsch (1994) who points out that “industries that are research 

and development intensive constitute ... rapidly changing competitive environments”. With 

regards to the divestment anatomy, we believe that a rapidly changing environment may 

contribute to a shorter divestment time. It may also indicate a higher divestment number 

and/or a higher divestment value relative to deal size – i.e. a more far-reaching divestment 

anatomy in general. A slow changing competitive environment would have the opposite 

effect. 

 

Country risk 

Similarly to R&D intensity, Benito (1997b) argues that country risk increases both incentives 

and barriers to exit. We believe that incentives in particular are increased in full acquisitions, 

because political risk can become manifest in the form of expropriation by the adverse host 

country. This is more likely in wholly foreign owned subsidiaries – both acquisitions and 

greenfields – than in joint ventures, where there typically is a local partner as a stakeholder. 

 

With regards to divestment anatomy, we therefore believe country risk increases the 

likelihood of forced divestments. However, Benito (1997b:321) contends that “political risk 

may even influence deliberate and voluntary divestment ... if the political risk of a host 

country changes in a negative direction, which in turns affects the perceived benefit of 

continuing a given foreign venture”. We believe country risk may increase the likelihood of 

full divestment over partial divestment, as long as country risk influences the benefit of 

continuing the whole foreign venture – not just selected divisions. We also believe that 

country risk influences the decision of sale versus closure. Writes Benito (1997b:321), “would 

the situation arise that a company wants to exit from a country, country risk may heighten 

barriers to exit because a sale of the affiliate is likely to attract few buyers – even at a low 
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price”. We also believe that country risk factors are so potentially significant – and may even 

at the most extreme involve matters of life or death – that a very high country risk will 

decrease divestment time. In the case of a real threat, the buyer would want to exit the country 

as quickly as possible. 

 
Attractiveness of CO 
 

Economic performance 

Benito (1997b:321) argues that high economic performance may lower both incentives to exit 

and barriers to exit: “A foreign subsidiary’s ability to produce a net contribution to the profits 

of a multinational company” he writes, “provides a strong impetus to the decision of whether 

it should be retained or divested. Unsatisfactory performance is probably the most obvious 

reason why particular units are sold off or shut down (or, in some cases, declared bankrupt).”  

 

We believe that the acquisition context may somewhat reduce the incentives to exit given 

unsatisfactory performance, particularly in cases where the choice of making an acquisition 

was made in order to enter a market as quickly as possible, perhaps to preempt competitors. In 

such cases, short term economic performance may not be as important as market share. 

However, acquisition context may reduce barriers to exit if the acquisition was made in order 

to reduce risk over establishing a greenfield venture, by taking over an existing revenue and 

profit stream, and if this does not materialize. 

 

With regards to divestment anatomy, very poor economic performance may increase the 

likelihood of closure over sale. Conversely, if the performance is very high, the target may be 

more likely to be sold than to be closed. Benito (1997b:322) holds that “the units most likely 

to be sold off are those with high productivity. After all, potential acquirers generally look for 

businesses doing well rather than those performing poorly.” If the performance of one unit of 

the foreign subsidiary differs significantly from the rest of the subsidiary, it may increase the 

likelihood of a partial divestment – either the closure of a poorly performing unit, or the sale 

of highly performing unit. Performance also significantly influences divestment value: high 

performance gives high value, and vice versa. With regards to divestment time, higher 

economic performance would typically delay the divestment decision. 
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Growth 

“The attractiveness of current operations located in high growth countries is not judged solely 

by the current owners but by other investors as well, which, in turn, would make such 

operations more likely targets for takeovers” (Benito 1997b:323). To the extent that an 

acquisition was made opportunistically in a high-growth market in order to bring along a 

short-term boost to the stock price of the acquiring company, the acquisition context may well 

increase the impact of this factor, if the target fails to deliver on the rationale for the 

acquisition. With regards to investment anatomy, a positive market growth would seem to us 

to increase the likelihood of sales over closures. Conversely a low market growth would have 

the opposite effect, and make it harder to sell the subsidiary, more likely to shut it down 

instead. Market growth would also seem likely to influence divestment values – higher for 

high growth countries, vice versa. With regards to time of divestment, a high-growth market 

may encourage the acquiring firm to postpone the divestment decision because there is greater 

hope for a turnaround in a growing market than in a declining one. 

 

Strategic fit 
 
Unrelated subsidiary and conglomerate parent 

Benito (1997b) argues that unrelated subsidiaries (DUR) have higher incentives to exit and 

lower barriers to exit than related subsidiaries (DRS). He points to Wright and Thompson 

(1987) who maintain that “due to lack of emotional attachment, perceived barriers to exit are 

lower in diversified companies than in single-industry companies”. We believe this effect is 

compounded in acquisitions, where there is even less emotional attachment, further reducing 

barriers to exit as a result of unrelated subsidiaries. In contrast, Benito (1997b) points to Li 

(1995) who shows that “internal start-ups are often vigorously defended – even when less 

successful – by managers reluctant to divest what they have themselves created”. This is not 

the case with acquisitions. Based on this, we expect the following impact of industry distance 

(D) and parent-subsidiary relationship (R) on p(D), where RCP is conglomerate parent and RSI 

is a non-diversified company: 

RSUR DDpDDp )()( >     and    SICP RDpRDp )()( >  

With regards to divestment anatomy, Caves and Porter (1976) write that “diversified 

companies can be used to rapidly reallocate resources. Thus, if a given venture fails to achieve 

the target rate of return, it may be sold-off quickly and the cash reinvested in other projects”. 

Single-industry companies, they argue, are more likely on their part to accept “low returns – 
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or even negative results – over prolonged periods of time”. We believe this indicates that the 

unrelated subsidiary factor reduces divestment time. 

 

Governance issues 
 

Cultural distance 

Benito (1997b) argues that higher cultural distance (CH) yields higher incentives to exit and 

lower barriers to exit. He points to Barkema et. al (1996), who find that ”internationalizing 

companies have to learn about and adjust to foreign cultures, and are more likely to fail 

whenever the required acculturation is more demanding”. In an acquisition context, cultural 

distance issues become particularly problematic, further increasing incentives to exit. Benito 

(1997a) points to the problem of “double layered acculturation” – where typical acquisition 

issues such as “the potential problems of reconciling institutionalized organizational practices 

... will be larger and arise more often as the combined effects of different national and 

organizational cultures have to be overcome” at the same time. The following order is 

expected with regards to the impact of cultural distance (C) on p(D), where CM and CL 

constitute mid-range to low cultural distance: 

LMH CDpCDpCDp )()()( >>  

With regards to divestment anatomy, Benito (1997b:323) mentions that closeness between the 

countries gives “easier monitoring and co-ordination of production and marketing activities in 

the various locations”. As a consequence, he continues, “the incidence of problems that may 

in turn motivate the dissolution of a venture is likely to be higher when a FDI is made in 

culturally distant countries”. We believe that easier monitoring may contribute to making 

partial divestments more likely in acquisitions with low cultural distance. It may be easier to 

follow up and understand differences within the acquired firm, as opposed to in culturally 

distant firms, where we believe full divestments may correspondingly be more likely. In 

general, it is easier for the acquirer to find other potential buyers of the acquired firm in 

culturally close locations. This, we believe, may indicate that sales are more likely in 

culturally close locations than elsewhere, where closures may be the only way out. 

 

International experience 

Benito (1997b) argues that international experience gives lower incentives to exit and higher 

barriers to exit, particularly as a result of learning. We believe that this is particularly true in 
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an acquisition context. As we have previously mentioned, the acquisition process itself may 

be a critical determinant of acquisition outcomes. Companies with long international 

experience may have knowledge “institutionalized in the organization in the form of various 

norms, operational routines, and decision-making procedures”. For our study, this would refer 

to companies with experience in international acquisitions. Based on this we expect the 

following impact of international experience (I) on p(D), where IH, IM and IL refer to high, 

mid-range and low international experience: 

LMH IDpIDpIDp )()()( <<  

With regards to deal anatomy, Benito (1997b:325) argues that “experienced firms are 

probably better market and partner ‘scanners’ than novices in the international arena”. This 

may indicate that experienced firms are more likely to be able to find buyers for a sale of the 

acquired firm – and therefore will more often choose sale over closure. Second, he adds, “as 

experience is accumulated, it becomes easier to ... find workable solutions if problems should 

arise after all”. This may indicate that partial divestments are more likely in firms with high 

experience, and full divestments in firms with low experience, who can not find workable 

solutions except exit.  

 

Deal attitude 

Previously, we introduced the acquisition factor as a constant in our modified framework. We 

also explained that the significance of this factor is influenced by deal attitude, and that this in 

turn influences the magnitude of the incentives and barriers to exit. Here, we will discuss 

three ways in which we believe deal attitude influences divestment probability and anatomy. 

 

Saloner, Shepard and Polodny (2001) propose that “a corporate culture that promotes 

communication and resource sharing can economize on the hierarchy and structural linking 

mechanisms necessary to accomplish resource and information sharing. Cooperation is 

particularly likely if there is a well-developed ‘norm of reciprocity’: the belief that one is 

obligated to help those who have helped oneself.” In other words, mechanisms like commonly 

held values and beliefs, as well as common incentives and shared general direction or goal, 

provide an opportunity for inducing cooperation that otherwise would be difficult to achieve. 

This eases integration and thus reduces incentives and increases barriers to exit. In 

acquisitions, we believe, neither hostile (AH) nor friendly (AF) acquisitions necessarily have a 

shared culture or shared incentives between the buyer and target organizations. Accordingly, 
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both hostile and friendly acquirers are faced with challenges stemming from double-layered 

acculturation, as previously discussed. However, friendly acquisitions by definition have an 

agreement between the buyer and the target about the deal; the target will to some degree 

welcome the buyer. This shared goal is a key mechanism in reducing the degree of problems 

involved in the deal. Hostile acquisitions, in contrast, by definition do not have this 

mechanism; the target will not welcome the buyer. This absence of tempering mechanisms 

makes the impact of the problems more significant. It may also lead to higher post-acquisition 

monitoring costs. Based on this it can be argued that a hostile deal attitude leads to lower 

barriers to exit than a friendly deal attitude.  

 

Divestment probability and anatomy is influenced by deal attitude in at least two other ways. 

First, studies3 indicate that hostile acquirers pay higher premiums for their acquisitions than 

friendly acquirers, due to being faced with a hostile attitude by the target company’s board, 

and the participation in bidding rounds. This may lead to the buyer being faced with higher 

performance requirements in order to recover the investment. Accordingly, hostile acquirers 

may have lower barriers to exit in case they fail to achieve higher performance. Second, 

hostile acquirers may have less emotional attachment to the target, due being faced with a 

hostile attitude. This may reduce the barriers to exit further. In conclusion the impact of an 

acquisition on incentives and barriers to exit is of the same type, regardless of deal attitude. 

However, the impact of the acquisition factor is higher when the deal attitude is hostile than 

when the deal attitude is friendly. As a result, divestment probability is higher in hostile 

acquisitions than in friendly acquisitions: 

FH ADpADp )()( >  

So far, our discussion has centered on divestment probability. With regards to divestment 

anatomy, we believe the tempering mechanisms as previously discussed – from among other 

things the fact that friendly acquisitions by definition have an agreement between the buyer 

and the target about the deal – will increase the time before divestment in such deals. More 

prestige will on average have been invested in achieving a successful and complete 

integration. Conversely, hostile acquisitions will have a shorter time to divestment, higher 

divestment value relative to deal size and greater likelihood of full over partial divestments 

because of the lack of such tempering mechanisms. 

 
                                                 
3 See for instance Schnitzer (1996) 
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MNE strategy 

We have previously introduced the concept of MNE strategy and presented four different 

strategies; international, global, multi-domestic and transnational. The impact of MNE 

strategy on foreign divestment is discussed by Benito (2003). He finds that initial divestment 

probability is the lowest for subsidiaries operating within the framework of international (SIS) 

or multi-domestic (SMS) strategies, mainly because these strategies entail a single-market 

focus, and hence do not necessitate extensive cross-border coordination. As Benito (2003:19) 

points out: ”in both circumstances their management is greatly simplified by the relative lack 

of cross-national coordination burdens, increased complexity, and, as a consequence, a greater 

risk of failing that typifies global and transnational strategies.” 

 

Conversely, he argues that subsidiaries operated in line with a transnational strategy (STS) will 

have a high divestment probability. Because of complex issues when aligning the 

organization in accordance with the strategy, the failure rate will most likely be high, and 

since failure can be a key driver of divestment, the divestment likelihood is also expected to 

be the highest. Global strategies (SGS) will to a certain extent also have to deal with cross-

national issues, and hence are more complex to manage. Further, global strategies are driven 

by economies of scale, which entails larger units at fewer locations, and hence divestment of 

subsidiaries after subsequent re-structuring. According to Benito (2003) it can be argued that 

the divestment probability is reduced over time, due to the efficiency effect, the scarcity effect 

and the dependence effect4. With regards to divestment probability p(D), the following base 

line order can be expected (Benito, 2003):  

ISMSGSTS DpSDpSDpSDp )()()()( ≈>>  

However, time taken into consideration, subsidiaries established as part of global strategies 

have the lowest divestment probability in the longer run (Benito, 2003). In terms of 

divestment anatomy, it can be argued that target companies within a global strategy 

framework will have the shortest average divestment time due to rapid re-structuring 

following the acquisitions in order to achieve scale advantages. The average number of 

divestments can be expected to be rather high, because of the extensive re-structuring in order 

to achieve scale advantages. For the same reason the average divestment value relative to deal 

size can be expected to be rather high. 
                                                 
4 Benito (2003) refers to; the efficiency effect as the remaining units being large and likely to operate at a lower 
unit cost. The scarcity effect means that there are fewer units to divest due to a high number of initial divestment.  
The dependence effect signifies the increased importance of the remaining units due to the division of labor. 
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International strategies will most certainly lead to rather long divestment times, which mainly 

depends on the fit between the products developed in the home market and the demand 

pattern in the foreign market. Further, since these target companies usually perform a low 

number of value activities the number of divestments and divestment value relative to deal 

size can be expected to be rather low. Full divestment can be expected when the demand 

decreases and makes the target company unprofitable, due to the company being tailored for a 

specific set of products, and hence re-aligning focus becomes difficult. 

 

Multi-domestic strategies are likely to have the longest divestment time, due to a high degree 

of adaptation to local market demand patterns, and hence divestment is not likely to occur 

before local market conditions significantly change, and hence decrease the subsidiaries fit 

and leads to low performance (failure). Since the organization has been tailored to one 

specific market, change becomes difficult, and therefore full divestment can be expected. 

Further, due to a single market focus, and hence less managerial complexity, failure is less 

likely to take place, increasing the divestment time. The divestment number can be expected 

to be high, due to target companies performing a high number a value activities. For the same 

reason divestment value relative to deal size will be high. 

 

Transnational strategies will most likely lead to the highest number of divestments, due to 

substantial risk of failure stemming from high cross-national coordination burdens, high 

degree of complexity and organizational issues. Divestment time is hard to predict since 

divestment will most likely occur when failure is a reality, but full divestments, and high 

divestment value relative to deal size can be expected. Moreover the impact of the strategy on 

divestment anatomy will depend on the target company’s place within the strategy 

framework. If the target company is located within the responsiveness part, the impact can be 

rather similar to that stemming from multi-domestic strategies, while target companies within 

the integration part will experience effects similar to those arising from global strategies. 

 

2.3 Summary of the theoretical foundation 
In this section, we have presented the theoretical foundation for our research, including 

discussions of both acquisitions and divestments, and a modified conceptual framework. The 

next step is to present the methodology for our research. First, however, we will summarize 

the expected impact on the factors in the framework on divestment probability and anatomy. 



 

 

2.3.1 Expected determinants of the probability and anatomy of foreign divestment 
 
  Environment Attractiveness Strategic Governance 
  R&D Country risk Performance Growth Unrelated Conglomerate MNE Culture I. experience Attitude 
Probability Divestment/no div. - - - - Positive Positive Positive Positive Negative Positive 

Anatomy5 

Divestment time - - - - Negative Negative Negative Negative Positive Negative 
Divestment number - - - - Positive Positive Positive Positive Negative Positive 
Divestment value - - - - Positive Positive Positive Positive Negative Positive 
Full/partial - - - - Positive Positive Positive Positive Negative Positive 
Sale/closure - - - - - -  - - - 
Forced/voluntary - - - - - -  - - - 
Stock/asset - - - - - -  - - - 

 
Note: Several factors have no clear prediction. These are designated with a dash sign (-). 

 

 

 
 
 
 
 
 
 
 
 
 
 

                                                 
5 All anatomy factors are averages calculated from the divestments which occur in each group/interval. 
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3 Methodology 
We have now introduced the expectations for our study. Next, we will proceed to look at the 

methodology with which we will proceed to resolve these propositions. First, we will take a 

general approach, looking at how we selected our problem statement and basic research 

design. Second, we will move on to explain how we operationalized our theoretical model. 

Third, we will recall how we acquired and structured a set of data with regards to the 

operationalized model. Fourth, our application of descriptive statistics will be covered, before 

we move on to acquisition and divestment profiles, and divestment groups. 

 

3.1 General methodology 
3.1.1 Problem statement 
The first phase of most research projects is to develop a suitable problem statement. 

According to Jacobsen (2000), there are two main types of problem statements: descriptive 

and causal. We wish to resolve a relatively open descriptive problem statement – in other 

words to describe the anatomy of foreign divestment. 

 
3.1.2 Research design 
After developing our problem statement, we will continue to select an appropriate research 

design. Here, Jacobsen (2000) introduces a distinction between extensive studies, with few 

variables but many units, and intensive designs, with many variables but few units. The 

“ideal” research design, he argues, combines the extensive and the intensive, exploring both 

many variables and many units. We believe our research design is a mixed design, 

researching a relatively high number of variables in a relatively high number of units. 

 

For our mixed design, we will select the small-N-study as our main methodology. A small-N-

study, Jacobsen (2000) explains, is a study where the researcher selects a small number of 

units. This allows him to go in-depth in every single unit. However, a small-N-study does not 

have to be a case study, he continues. Jacobsen (2000:79) writes that “often, these studies will 

draw units from different contexts [...]. This means that this type of study can focus on a 

specific phenomenon, but that the phenomenon can be seen in several different contexts”. 

Similarly, we intend to look at foreign divestment as a phenomenon, in different cross-border 

acquisitions as the context. Please see section 7.2 (Limitations and suggestions for future 

research) for more discussion of the small-N-study. 
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3.1.3 Data types 
With regards to different data types, Jacobsen (2000) separates between qualitative and 

quantitative data. He also introduces mixed data as a possible avenue, combining both fixed 

and open alternatives. We will continue with mixed data as our main data type, combining 

“hard” stock price data with “softer” analyses from newspapers and trade publications. In 

both instances we will rely primarily on secondary data, in other words information gathered 

by secondary sources. We will also, however, use some primary data, in particular financial 

statements from the companies involved. In the next sections, we will specify the sources we 

will select. 

 

3.1.4 Sample 
For our small-N-study, we decided to study the anatomy of foreign divestment in a sample of 

thirty cross-border acquisitions. In order to obtain data of the highest quality, we asked 

FactSet Mergerstat6 to provide a custom randomized sample of fifteen friendly cross-border 

acquisitions and fifteen hostile cross-border acquisitions as our basic starting point. The deals 

included in this collection were selected between January 1st 1992 and June 1st 2006. The 

report did not include significant quantitative or qualitative research on any of the deals. We 

will conduct such research ourselves in data from a period of five years following the closing 

date of the initial acquisition. We believe five years is long enough to allow for corporate 

restructurings such as divestments, but also short enough not to make the impact from the 

acquisition irrelevant. 

 

3.2 Operationalization of the conceptual framework 
The next step in our methodology, after selecting key data types, and obtaining a sample of 

deals, is to operationalize the conceptual framework laid out in our theoretical foundation. 

Next, we will go through each of the points under the independent variable and the dependent 

variable and explain how we intend to go about collecting the data. 

                                                 
6 http://www.mergerstat.com/ 



 

 

3.2.1 Operationalization of the conceptual framework 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Independent variable Value Unit subject to analysis
    
Strategic fit Corporate strategy     
Unrelated subsidiary Industry distance Related/Unrelated Buyer/Target 
Conglomerate parent Parent-subsidiary relationship Vertical/Horiz./Conglomerate Buyer/Target 
MNE strategy MNE strategy Internat’l/Global/Multinational Buyer 
  
Attractiveness of CO Finance     
Economic performance Performance in interval (pct. pts.) 1, 2, 3, ... Buyer 
Growth Index value change in entire range (%) 1, 2, 3, ... Target market 
    
Environmental stability International business     
R&D intensity R&D intensity 1, 2, 3, 4, 5 Target 
Country risk Country risk 1, 2, 3, 4, 5, 6 Target country market 
    
Governance issues Corporate governance     
Cultural distance Cultural distance composite 1, 2, 3, … Buyer/Target 
Acquisition Acquisition Constant Deal 
- Deal attitude Friendly, Hostile 0, 1 Deal 
International experience International experience (years) 1, 2, 3, … Buyer 
    
  Dependent variable Value Unit subject to analysis 
    
Divestment Divestment theory     
Divestment anatomy Number of divestments 1, 2, 3 Target 
Divestment anatomy Divestment value ($) 1, 2, 3, ... Target 
Divestment anatomy Divestment value relative to deal value (%) 1, 2, 3, ... Target 
Divestment anatomy Divestment time (days) 1, 2, 3, ... Target 
Divestment anatomy Forced/deliberate 0, 1 Target 
Divestment anatomy Full/partial 0, 1 Target 
Divestment anatomy Stock/asset 0, 1 Target 
Divestment anatomy Sale/closure 0, 1 Target
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3.2.2 Framework factors 
Strategic fit 

Unrelated subsidiary and conglomerate parent 

To study the strategic fit of the acquisitions in our sample, we will research the buyers’ annual 

reports and homepages, and statements made to the press. We will look at organization charts, 

descriptions of businesses and operations and compare with analysts’ interpretations. 

 

MNE strategy 

The identification of MNE strategy in our sample will be limited to the buyer company. The 

reason for this is that target companies to a large extent are incorporated in the parent 

companies, and hence identifying their MNE strategy is in most cases impossible. The 

identification of MNE strategy will be done according to the international business strategy 

typologies developed by Bartlett and Ghoshal (1989). Buyer company strategies are then 

classified according to these based on comparison of the characteristics of each strategy with 

corporate statements across the buyer’s annual reports, home page and press releases. 

 

Attractiveness of current operation 

Economic performance 

A well-known issue in researching acquired companies is the difficulty in obtaining relevant 

historical financial data. So also for our study. Because the target is often integrated into the 

buyer, either completely or partially, the economic performance of the foreign unit is difficult 

to follow over time. As an alternative, we have decided to look at the financial performance of 

the buyer, both relative to itself and to the market index in the buyer market. For this data, we 

will rely on Thomson Datastream Advance7. We will also use historical foreign exchange 

rates from OANDA Corporation8. For both economic performance, cultural distance, 

international experience and market growth, we will calculate four intervals for use in our 

analysis based on quartiles in the sample. 

 

Growth 

In order to get an indication of the economic growth in the target country, we will rely on the 

performance of the financial market index in that country. For this data as well, we will use 

Thomson Datastream Advance as our main source. 

                                                 
7 http://www.datastream.com 
8 http://www.oanda.com/ 
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Environmental stability 

R&D intensity 

The R&D intensity for individual companies is difficult to estimate, both with regards to the 

buyer and the target, as long as they do not conduct reporting specifically for this purpose. As 

a result of this, we will rely on industry average estimates provided by the UK Dept. of Trade 

& Industry’s R&D Scoreboard9. We will collect the estimate for the industry average of each 

individual target company in our sample. 

 

Country risk 

Country risk in many ways summarizes economic, social and political conditions in a host 

country. These are highly complex issues, and summarizing them is a no less complex task. 

We find it beyond the scope of our thesis to develop our own estimates of country risk 

specific to the buyers and the industries in our sample. As a result, we have decided to use the 

OECD Country Risk Classification10 as a general indicator for each host country. 

 

Governance issues 

Cultural distance 

Cultural distance is a key aspect of international business. We have gathered data on this 

crucial topic from the Geert Hofstede Cultural Dimensions11, on both the buyer country and 

the target country in each individual deal in our sample. Hofstede measures cultural distance 

on four main dimensions: power distance, individualism, masculinity and uncertainty 

avoidance. However we will primarily rely on the cultural distance composite between the 

buyer country and the target country as our metric. The cultural distance composite will be 

calculated by applying the methodology developed by Kogut and Singh (1988). Following 

from this we will form a composite index based on the deviation along the four cultural 

dimensions between the buyer and target country. The deviations will then be corrected for 

differences in the variances of each dimension and finally arithmetically averaged.  

 

Algebraically the index can be expressed the following way: 
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9 http://www.innovation.gov.uk/rd_scoreboard/ 
10 http://www.oecd.org/document/49/0,2340,en_2649_34171_1901105_1_1_1_1,00.html 
11 http://www.geert-hofstede.com/ 
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Iib stands for the ith cultural dimension for the bth buyer country, and Iit stands for the ith 

cultural dimension for the tth target country. Vi is the variance of the ith dimension and CDbt 

is the cultural difference from the bth buyer country to the tth target country. 

 

Acquisition 

All the thirty deals in our sample are cross-border acquisitions. These have been selected as 

such in the custom report from FactSet Mergerstat. 

 

Deal attitude 

Fifteen of the cross-border acquisitions in our sample have a friendly deal attitude and fifteen 

have a hostile deal attitude. The deal attitude for each individual deal has been determined by 

FactSet Mergerstat. 

 

International experience 

Looking primarily at annual reports, online homepages and newspaper reports, we have 

investigated the year of the first international entry for all the buyer companies in our sample. 

The difference between the year of international entry and the year of the acquisition in our 

sample constitutes the international experience of the buyer company at the time of the deal. 

 
3.2.3 Divestment anatomy 
Number of divestments and divestment value ($) 

With regards to the number and value of divestments in each deal in our sample, we have 

conducted quantitative and qualitative research on each individual deal, both in company 

homepages, annual reports, and other primary sources. We have also studied reports in 

secondary sources, as the journals, magazines and newspapers accessible through the 

following resources: 

 
 EBSCOhost/Business Source Premier 
 Factiva/Dow Jones Reuters Business Interactive 
 Company profiles from Datamonitor12, Google Finance and Yahoo! Finance. 

 

Divestment value relative to deal value (%) 

This aspect of the divestment anatomy is developed by dividing the value of the divestment 

on the value of the deal to find the percentage of the original acquisition it represents. 

                                                 
12 http://www.datamonitor.com 
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Divestment time 

For each of the divestments in our sample, we have collected a date. The divestment time is 

the difference in days between the date of divestment and the date of the deal. 

 

Forced/deliberate, full/partial, stock/asset, Sale/closure 

We gathered data on these aspects of the divestment anatomy for each individual divestment 

through the same sources as indicated above. 

 

3.3 Analysis 
We have divided our analysis of the deals in our sample into three distinctive parts. First, 

using descriptive statistics, we attempt to gain an overall perspective on the data. Second, 

developing a unique profile of each individual acquisition and divestment, we seek to gain a 

more in-depth perspective. Third and finally, we will allocate different divestments into 

divestment groups based on broader patterns among the individual cases. 

 
3.3.1 Descriptive statistics 
Using descriptive statistics is the first step in our analysis. The main points of using 

descriptive statistics are, first, to get an overview of our sample and, second, to develop 

findings about the probability and anatomy of foreign divestment. We believe that this type of 

statistical analysis will, together with divestment profiles and divestment groups, help us in 

resolving the problem statement we developed at the beginning of this thesis. 

 

3.3.2 Acquisition and divestment profiles (appendix) 
For each cross-border acquisition and foreign divestment in our sample, we will develop an 

individual profile, complete with information about each of the factors in our conceptual 

framework and different aspects of divestment anatomy. In addition to quantitative data, the 

profiles will include qualitative descriptions of each deal and divestment. We hope that 

studying individual profiles in-depth will allow us to see overall groups among the various 

divestments. 

 

3.3.3 Divestment groups 
After studying each divestment in-depth, one by one, we will attempt to develop a set of 

divestment groups. A divestment group, we believe, is a group of divestments in different 

contexts where the same or similar reasons for the divestments were stated. We will calculate 
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average values for the various factors in our conceptual framework for each group, and 

compare with the average values of the sample as a whole. This will allows us to study the 

anatomy of foreign divestment from a perspective based on broader patterns in the sample. 

 
3.4 Limitations 
Even though we believe we have selected the methodology most appropriate for researching 

our problem statement within the scope of a thesis, we are aware that this methodology has 

several important limitations. In particular, there are challenges related to measurement 

problems and the availability of data – a well known issue within the field of international 

business (Benito 1997b). 

 

First, our sample of thirty cross-border acquisitions is not perfectly representative of the full 

population of cross-border acquisitions in the period. This is because we have included fifteen 

friendly acquisitions and fifteen hostile acquisitions, while the full sample has a vast majority 

of friendly acquisitions. The decision to rely on a sample with an even split was made because 

we wanted to study the implication of deal attitude on divestment probability. To the extent 

that hostile deals differ from the sample in general, this overrepresentation of hostile deals in 

our sample will influence the findings in our study. On the same point, we decided to draw 

our deal sample at random instead of matching the friendly and hostile deals. We did this in 

order to avoid selection bias. 

 

Second, we suspect that there is underreporting of divestment in our sample. This is based on 

the fact that divestment in many instances is associated with failure and problems. However, 

we expect this limitation to apply to all the deals in the sample. 

 

Third, due to limitations on available data, the observation time is shorter for the fifteen latest 

acquisitions than for the fifteen earliest acquisitions. However, after plotting observation time 

against number of divestments, we do not believe this has any major implications. There may 

still be some minor implications. For instance, the three most recent acquisitions in the sample 

had an observation period significantly below the average divestment time. This may have 

reduced the number of registered divestments in those deals and in the sample as a whole. 

There can also be a discussion with regards to the decision to study a period of five years 

following each acquisition. We have previously stated why we made this choice. However, 

we are open to the suggestion that a shorter or longer period could also be used. 
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Fourth, in our calculations of divestment time, we apply a formula based on U.S. accounting 

standards, counting one year as 360 days. The main implication of this is that divestment time 

and international experience are both slightly shorter in our data than in reality. In addition, 

there is some inaccuracy with regards to divestments only reported by month and year. For 

these decisions, we have assigned the date of the 15th in the given month. 

 

Fifth, we were only able to register stock prices at the date when the acquisition and the 

divestments took place, and not when the information became known in the market. Given 

that the market efficiency hypothesis holds true, our measurement of performance and growth 

is therefore inaccurate. Sixth, it is arguable to what extent some of the deals in the sample are 

actually cross-border acquisitions. Although all buyer and target companies were 

headquartered in different countries, a few buyer companies had a significant share of their 

activities located in the target country. A typical example is Ingersoll-Rand, which is 

incorporated in Hamilton, Bermuda, but has 38 plants and a long history in the United States. 

Seventh, we are only able to measure the change in the general stock market index of the 

target country, and not the particular market growth for the target company. However, we 

believe the index does give a fair indication. 

 

Eight, our measure of cultural distance may not reflect the real cultural distance perfectly. The 

cultural distance composite is based on research by Geert Hofstede in only one company. 

Accordingly, values may be too homogeneous due to a strong corporate culture in that 

particular company. Further, Hofstede’s scores were developed in the period from 1968-1972. 

However, national cultures are dynamic and hence these scores may have changed. 

Additionally, country scores were not available for some countries, such as Bermuda. Scores 

for the most similar country were then used. I.e. in the case of Bermuda country scores for 

United Kingdom were used. This also contributes to reduced accuracy. 

 

Ninth, for some divestments, divestment value was not obtainable. Instead, we have relied on 

the average price/sales ratio from Yahoo! Finance for the industry at the particular time. This 

may not be perfectly accurate. Divestment value was also unavailable for all the closures. For 

those divestments, we have assumed a value to zero. 

 

Tenth and finally, we have not been able to find historical R&D intensity averages. Instead, 

we have relied on the current estimates for all industries in the sample. 
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4 Descriptive statistics 
We have now presented the methodology for our thesis, including some background on our 

sample. Next, we will examine the sample using descriptive statistics; first focusing on the 

thirty acquisitions in our sample, next reviewing the divestments found in those acquisitions. 

Both will be described from the perspectives of the year in which they took place, the 

countries and industries involved and the size of the transactions. Our findings in the sample 

will be covered in the next chapter.  

 

4.1 About the acquisitions 
4.1.1 Deal distribution by year 
Fig. 06: Deals per year by number of deals 
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Our sample contains thirty cross-border 

acquisitions from 1995-2006, a span of 11 

years. The deals are concentrated around 

the turn of the new century – with 2001 as 

the year with the most deal activity. 

Friendly acquisitions are also concentrated around the turn of the new century, with no deals 

in the beginning and end of the period. However, hostile deals are more widely distributed 

over time – with most activity in the year 2000. 

 
Fig. 07: Deals per year by value of deals 
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Looking at the sample by the value of the 

deals, a different picture emerges. Now, 

2003 is the year with the most activity, 

with 2001 at a mere sixth place. Focusing 

only on friendly deals, 1999 comes out on 

top, while 2003 is top for hostile deals. 

 
 
 
 
 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 41

4.1.2 Deal distribution by country 
Fig. 08: Deals per buyer country by number of deals 
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The top buyer countries in the sample by number of deals are the United States, the United 

Kingdom and Canada. In total, there are 13 different buyer countries. Focusing on friendly 

deals, the United Kingdom is the most active, while the United States is the most active in 

hostile deals. 

 
Fig. 09: Deals per target country by number of deals 
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The top target countries in the sample by number of deals are the United States and the United 

Kingdom. In total, there are 13 different target countries. Focusing on friendly deals, the 

United States and Australia are both targets in three deals each, while the United States and 

the United Kingdom stand out in hostile deals, as the target countries in five deals each. 
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Fig. 10: Deals per buyer country by value of deals 
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Looking at deal distribution per country by value of deals, a different picture emerges. Now, 

the top buyer countries in the sample are the United States, France and Mexico. Using this 

perspective, Mexico in fact leads when we focus on friendly deals alone. The United States is 

number one in hostile deals. 

 
Fig. 11: Deals per target country by value of deals 
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The top target countries in the sample by value of deals are the United States, the United 

Kingdom and Australia, similar to the distribution by number of deals. However, we now see 

more clearly that the United States and the United Kingdom stand out as the target countries 

involved in the most deal activity, both in general and in hostile deals in particular. The 

United States, Canada and Australia are the most active target countries in friendly deals 

using this perspective. 
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4.1.3 Deal distribution by industry 
Fig. 12: Deals per buyer industry by number of deals 
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Mining & minerals and energy services are the most active buyer industries in the sample by 

number of deals. 

 
Fig. 13: Deals per target industry by number of deals 
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Mining & minerals is the most active target industry in the sample in general, and in 

particular in friendly deals, by number of deals. 
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Fig. 14: Deals per buyer industry by value of deals 
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The top buyer industries by value of deals are miscellaneous services, stone, clay & glass and 

mining & minerals. Looking at hostile deals alone, miscellaneous services and stone, clay & 

glass top the list. 
 
Fig. 15: Deals per target industry by value of deals 
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The top target industries by value of deals are transportation, mining & minerals and retail. 

Transportation is also top in hostile deals, while stone, clay & glass is top in friendly deals. 
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4.1.4 Deal distribution by deal size 
Fig. 16: Friendly deals by value of deals 
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Fig. 17: Hostile deals by value of deals 
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The hostile deals 

in the sample 

range from $9,4 

million to 

$4241,6 million 

in value. 

 
Overall, there is greater variation in value among the hostile deals than the friendly deals. The 

two largest hostile deals combined are larger than all the other hostile deals combined. 

 

4.2 About the divestments 
4.2.1 Divestment distribution by year 
Fig. 18: Divestment distribution by year of deal 
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Most of the 

divestments in 

our sample 

occurred in deals 

closed from 1998 

to 2002, reaching 

a peak in 2001 

with five 

divestments in 

deals closed that 

year.  
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Fig. 19: Divestment distribution by year of divestment 
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Looking at when 

the different 

divestments 

actually occur, 

we see that 2001 

is the year with 

most divestment 

activity, with six 

divestments. 

4.2.2 Divestment distribution by country 
Fig. 20: Divestment distribution by buyer country 
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Buyers from the United 

States and Japan make 

the most divestments. 

However, the number of 

divestments made by 

U.S. companies must be 

seen in light of  U.S. 

companies also making 

the highest number of 

acquisitions. 

Fig. 21: Divestment distribution by target country 
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Targets from Australia 

and the United States are 

subject to the most 

divestments, with the 

United Kingdom in third 

place. 
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4.2.3 Divestment distribution by industry 

Fig. 22: Divestment distribution by buyer industry 

 
 Fig. 23: Divestment distribution by target industry 

4.2.4 Divestment distribution by size 
 Fig. 24: Divestment distribution by size 
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The twenty divestments in our sample range from $0,29 million to $2698,57 million in value. 

However, a clear majority is worth less than $250 million. 
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followed by oil & gas, 
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5 Findings 
After describing our sample, our next step now is to look at the findings in the sample with 

regards to foreign divestment. We will examine the findings in three steps; first looking at the 

impact of framework factors on divestment probability, second looking at the impact of 

framework factors on divestment anatomy and finally developing divestment groups. In the 

next chapter, we will discuss these findings in relation to theory. 

5.1 The impact of framework factors on divestment probability 
5.1.1 Governance issues 
Acquisition 
Fig. 25: The impact on p(D) from acquisition 
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There is a forty percent probability that 

divestment will occur in a cross-border 

acquisition. Divestment occurs in twelve out 

of thirty deals in our sample.13 

 
Deal attitude 
Fig. 26: The impact on p(D) from deal attitude 
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There is no clear impact on divestment 

probability from deal attitude. 

 
Cultural distance 
Fig. 27: The impact on p(D) from cultural distance 
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There is no clear impact on divestment 

probability from cultural distance. However, 

the two highest ranges of cultural distance 

have the two highest divestment 

probabilities. 

                                                 
13 p(D) is calculated by dividing the number of deals where divestment occurs by the total number of deals in 
each group/interval. 
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International experience 
Fig. 28: The impact on p(D) from international experience 
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There is no clear impact on divestment 

probability from international experience. 

Buyers with the second highest experience 

have the highest divestment probability. 

 
5.1.2 Environmental stability 
R&D intensity 
Fig. 29: The impact on p(D) from R&D intensity 
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Divestment probability

There is no clear impact on divestment 

probability from R&D intensity. However, 

the two highest R&D intensities have the 

two lowest divestment probabilities. 

 

 
Country risk 
Fig. 30: The impact on p(D) from country risk 
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There is no clear impact on divestment 

probability from country risk. However, the 

deals with high and very high country risk 

have the two highest divestment 

probabilities. 

 

5.1.3 Attractiveness of current operations 
Economic performance 
Fig. 31: The impact on p(D) from economic performance 
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economic performance. 
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Growth 
Fig. 32: The impact on p(D) from growth 
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Divestment probability

There is no clear impact on divestment 

probability from growth. The highest 

divestment probability is seen in the lowest 

and highest ranges, while the middle ranges 

have the lowest probability. 

5.1.4 Strategic fit 
Conglomerate parent 
Fig. 33: The impact on p(D) from conglomerate parent 
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Conglomerate parents have a higher 

divestment probability than vertical and 

horizontal parents. Horizontal parents have 

the lowest divestment probability. 

MNE strategy 
Fig. 34: The impact on p(D) from MNE strategy 
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Buyers with an international strategy have a 

higher divestment probability than buyers 

with multinational and global strategies.  

 

Unrelated subsidiary 

No observations in the sample. 
 

5.1.5 Comparing cross-border acquisitions with and without divestment 
Looking at the sample as a whole, we find that cross-border acquisitions with divestment on 

average have higher country risk, economic performance, growth, cultural distance and 

international experience. However, they have lower R&D intensity than deals with no 

divestment. 
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Framework factors Sample With divestment Without divestment 
Cases 30 12 18 
R&D intensity 2,13 2,00 2,22 
Country risk 0,67 1,00 0,44 
Economic performance 108 184 58 
Growth 69 101 48 
Cultural distance 64,26 80,08 53,72 
Deal attitude 0,5 0,5 0,5 
International exp. 32,07 33,83 30,89 
Unrelated subsidiary 0 0 0 
Conglomerate parent H H H 
Global MNE strategy G G G 

5.2 The impact of framework factors on divestment anatomy 
5.2.1 Governance issues 
Acquisition 

Anatomy factors Acquisition 
Divestment number 20 
Average divestment number 1,7 
Average divestment value relative to deal size 39% 
Average divestment time 308 
Full/partial 1/19 
Sale/closure 17/3 
Stock/asset 3/17 

There are twenty divestments in the sample. These twenty divestments occur in twelve deals. 

In other words, there is an average of 1,7 divestments per deals where divestment occurs. 

Average divestment time is close to one year, and most divestments are sales of assets. Only 

three closures are observed. Average divestment value relative to deal size is 39 percent. 

 
Deal attitude 
Fig. 35: The impact on divestment anatomy from deal attitude 
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Hostile acquisitions have more than twice as 

high divestment value relative to deal size as 

friendly acquisitions. In addition, hostile 

buyers on average divest some almost three 

months sooner than friendly acquirers. 

Anatomy factors Friendly Hostile 
Number 1,7 1,7 
Value 25% 52,9% 
Time 352 266 
Full/partial 1/14 0/15 
Sale/closure 12/3 15/0 
Stock/asset 2/13 1/14 
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Cultural distance 
Fig. 36: The impact on divestment anatomy from cultural distance 
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There is no clear impact on divestment 

anatomy from cultural distance. The 

divestment number is rather equally 

distributed between the ranges, while the 

divestment value is highest for the two 

middle ranges. 

 

Divestment time is higher for the two highest ranges than for the two lowest. 

 
International experience 
Fig. 37: The impact on divestment anatomy from international experience 
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There is no clear impact on divestment 

anatomy from international experience. 

However, the buyers with the lowest 

experience have by far the highest average  

divestment value relative to deal size.  

 
Anatomy factors 0 - 6 years 6- 14 years 14 - 46 years 46 - 142 years 
Number 2,5 1,5 1,4 1,7 
Value 83,7% 17,7% 37,6% 8,9% 
Time 120 1038 445 294 
Full/partial 0/5 0/3 1/6 0/5 
Sale/closure 5/0 3/0 7/0 2/3 
Stock/asset 0/5 1/2 1/6 0/5 

 

No clear pattern can be seen with regards to average divestment time, with the second lowest 

range having by far the longest time, and the lowest range having the shortest time. It should 

be noted that the three closures appear in the range with highest international experience. 

 
 
 
 

Anatomy factors 11 - 22 22 - 38 38 - 121 121 - 155 
Number 1 2 1 1,6 
Value 9,2% 70,5% 63,3% 17,4% 
Time 192 264 445 335 
Full/partial 0/3 0/6 1/2 0/8 
Sale/closure 3/0 6/0 3/0 3/5 
Stock/asset 0/3 1/5 1/2 1/7 
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5.2.2 Environmental stability 
R&D intensity 
Fig. 38: The impact on divestment anatomy from R&D intensity 
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Average divestment time increases with 

increasing R&D intensity. Further, all three 

closures take place in deals with the lowest 

R&D intensity. 

 
Country risk 
Fig. 39: The impact on divestment anatomy from country risk 
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The average number of divestments 

decreases with increasing country risk. 

Conversely, divestment time increases with 

increasing country risk. Interestingly, all 

three closures take place in deals with low 

country risk. 
 

 
 
 
 
 
 
 
 
 

Anatomy factors R&D intensity 1 R&D intensity 2 R&D intensity 3 R&D intensity 4 
Number 2 1 2 1,00 
Value 46,5% 59,4% 11,3% 28,8% 
Time 265 286 298 616 
Full/partial 1/11 0/2 0/4 0/2 
Sale/closure 9/3 2/0 4/0 2/0 
Stock/asset 2/10 0/2 0/4 1/1 

Anatomy factors Low (0) High (1-3) Very high (3-6) 
Number 1,9 0,7 0,5 
Value 43,2% 14,6% 15,1% 
Time 294 321 541 
Full/partial 1/16 0/2 0/1 
Sale/closure 14/3 2/0 1/0 
Stock/asset 3/14 0/2 1/0 
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5.2.3 Attractiveness of current operations 
Economic performance 
Fig. 40: The impact on divestment anatomy from economic performance 
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There is no clear impact on divestment 

anatomy from economic performance. 

However, the two highest performance 

ranges have the two highest divestment 

probabilities. 

 
Anatomy factors -80 - 14,5% 14-5 - 46,5% 46,5 - 134,4% 134,4 - 1041,2% 
Number 1 1,5 2 1,6 
Value 28,2% 76,3% 60,5% 21,5% 
Time 877 228 310 266 
Full/partial 0/1 0/3 1/7 0/8 
Sale/closure 1/0 3/0 8/0 3/5 
Stock/asset 1/0 0/3 1/7 1/7 

 

Growth 
Fig. 41: The impact on divestment anatomy from growth 
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There is no clear impact on divestment 

anatomy from market growth. 

 
Anatomy factors - 15,5 - 1,1% 1 - 64% 64 - 111% 111 - 319% 
Number 0,75 3 2 1,2 
Value 241 91 363 428 
Time 18,2 117,4 7,1 41,4 
Full/partial 0/6 0/3 0/4 1/6 
Sale/closure 6/0 3/0 1/3 7/0 
Stock/asset 0/6 0/3 1/3 2/5 
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5.2.4 Strategic fit 
Conglomerate parent 
Fig. 42: The impact on divestment anatomy from conglomerate parent 
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Conglomerate parents have the highest 

divestment value relative to deal size. They 

also have the highest divestment number. 

 

 

MNE strategy 
Fig. 43: The impact on divestment anatomy from MNE strategy 
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Multinational strategies have higher 

divestment value relative to deal size than the 

two other strategies in our sample, with 

international strategy having the lowest 

value. Multinational strategies also have the 

lowest divestment time. 

 
Unrelated 

No observations in the sample. 

Anatomy factors Vertical Horizontal Conglomerate 
Number 1,7 1,6 2 
Value 17,3 28,4 95,1 
Time 377 286 288 
Full/partial 1/4 0/11 0/4 
Sale/closure 2/3 11/0 4/0 
Stock/asset 1/3 1/10 1/4 

Anatomy factors  Global International Multinational 
Number 1,4 1,5 2,3 
Value 35,4 % 22,4 % 56,8 % 
Time 408,1 308,8 209,1 
Full/partial 1/6 0/6 0/7 
Sale/closure 4/3 6/0 7/0 
Stock/asset 5/2 5/1 7/0 
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5.3 Divestment groups 
In our research, we have found broader patterns in the individual divestment profiles 

(appendix). We have found different groups of divestments with different stated reasons for 

divestment. We believe that such stated reasons may be interpreted as “bottom line” 

determinants of foreign divestment, consisting of the effect of all or some framework factors 

in combination. 

 

Overall, we find five divestment groups in the sample. First, divestments conducted in order 

to focus on core business; second, to pay for the acquisition and/or raise capital; third, low 

performance in the target; fourth, low performance in the buyer; fifth, to cut costs.  

Interestingly, these groups are somewhat similar to the drivers identified by Benito (2003). 

For instance, to focus on core business is similar to restructuring, while both low performance 

in target and buyer may be seen as symptoms of failure. Additionally, cost cutting can be seen 

as adjustments. 

 

Next, we will investigate the characteristics of each group in turn, in order to see their impact 

on the anatomy of foreign divestment. 

 
5.3.1 Divestment group 1: Focusing on core business 
A total of 10 divestments were undertaken due to focusing on core business: 
Factors 1 4 5 6 9 10 11 12 17 18  
R&D intensity 1 3 3 3 2 1 1 1 4 1  
Country risk 0 0 0 0 6 0 0 0 3 0  
Economic 
performance 

12,20 14,65 14,65 6,57 32,67 7,50 -2,07 44,43 -31,5 4,03  

Growth 1,78 -8,05 -8,05 -6,2 -49,6 2,87 2,14 -7,92 7,58 -5,06  
Cultural distance 62 11 11 11 132 22 22 22 126 25  
Deal attitude H H H H F H H H F F  
International 
exp. 

14 42 42 42 98 0 0 0 110 8  

Unrelated 
subsidiary 

R R R R R R R R R R  

Conglomerate 
parent 

H H H H H C C C H H  

MNE strategy 1 4 4 4 3 4 4 4 1 3  
Forced/deliberate D D D D D D D D D D  
Value ($m) 1345 10 15 10 5 145,59 31,29 2698,57 5 80  
Value (%) 103,65 7,87 11,81 7,87 15,06 17,83 3,83 330,41 29,28 52,79  
Full/partial P P P P P P P P P P  
Stock/asset A A A A A A A A A A  
Sale/closure S S S S S S S S S S  
Divestment time 
(days) 

30 154 
 

154 
 

268 
 

541 3 3 199 354 77  
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5.3.2 Divestment group 2: Pay for acquisition/raising capital 
A total of 3 divestments were undertaken in order to pay for acquisition/raising capital: 
Factors 7 8 19   
R&D intensity 1 1 1   
Country risk 0 0 0   
Economic 
performance 

21,92 -
15,02 

42,45   

Growth 3,99 5,78 42,76   
Cultural distance 145 145 25  
Deal attitude F F F   
International 
exp. 

0 0 8   

Unrelated 
subsidiary 

R R R   

Conglomerate 
parent 

H H H   

MNE strategy 3 3 3   
Forced/deliberate D 

 
D D   

Value ($m) 503 211 0,29   
Value (%) 46,90 19,67 0,19   
Full/partial P P P   
Stock/asset A A S   
Sale/closure S S S   
Divestment time 
(days) 

120 210 618   

 
 
5.3.3 Divestment group 3: Low performance in target 
A total of 5 divestments were undertaken due to low performance in the target company: 
Factors 2 13 14 16 20   
R&D intensity 3 1 1 1 1   
Country risk 0 0 0 0 3   
Economic 
performance 

28,43 -5,03 -
11,70 

51,13 101,84   

Growth 51,55 -4,05 -3,85 22,5 103,62   
Cultural distance 22 137 137 40 84   
Deal attitude F F F F H   
International 
exp. 

32 47 7 30 10   

Unrelated 
subsidiary 

R R R R R   

Conglomerate 
parent 

H V V V V   

MNE strategy 4 1 1 1 3   
Forced/deliberate D D F D D   
Value ($m) 265,7 0 0 2 0
Value (%) 17,71 0 0 86,32 0   
Full/partial P P P F P   
Stock/asset A A A S A
Sale/closure S L L S S   
Divestment time 
(days) 

614 56 359 1018 287   
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5.3.4 Divestment group 4: Low performance in buyer 
One divestment was undertaken due to low performance in the buyer company: 
Factors 3  
R&D intensity 4  
Country risk 0  
Economic 
performance 

-80,00 %  

Growth 74,15 %  
Cultural distance 155  
Deal attitude H  
International 
exp. 

15  

Unrelated 
subsidiary 

R  

Conglomerate 
parent 

C  

MNE strategy 1  
Forced/deliberate D  
Value ($m) 100  
Value (%) 28,25 %  
Full/partial P 
Stock/asset S  
Sale/closure S  
Divestment time 
(days) 

877  

 
5.3.5 Divestment group 5: Cost cutting 
One divestment was undertaken due to cost cutting: 
 
Factors 15  
R&D intensity 1 
Country risk 0  
Economic 
performance 

6,80  

Growth -1,10  
Cultural distance 137  
Deal attitude F 
International 
exp. 

47  

Unrelated 
subsidiary 

R  

Conglomerate 
parent 

V  

MNE strategy 1  
Forced/deliberate D  
Value ($m) 0  
Value (%) 0  
Full/partial P  
Stock/asset A  
Sale/closure L  
Divestment time 
(days) 

163  



 

 

5.3.6 Divestment group averages 
  (1) Focus on core (2) Pay for acquisition (3) Low performance target (4) Low performance buyer (5) Cost cutting Average*
R&D intensity 2 1 1,4 4 1 2,13 
Country risk 0,9 0 0,6 0 0 0,67 
Economic performance 10,307 16,45 32,93 -80,00 % 6,8 108,13 
Growth -7,06 17,51 33,95 74,15 % -1,1 69,21 
Cultural distance 44,4 105 84 155 137 64,26 
Deal attitude 0,7 0 0,2 1 0 0,5 
International exp. 35,6 2,67 25,2 15 47 32,07 
Unrelated subsidiary 0 0 R R R 0 
Conglomerate parent H H V C V H 
MNE Strategy 4 3 1 1 1 1 
Forced/deliberate D D D D D D 
Value ($m) 434,545 238,10 53,54 100 0 339,21 
Value (%) 58,04 22,25 20,806 28,25 % 0 48,72 
Full/partial P P P P P P 
Stock/asset A A A S A A 
Sale/closure S S S S L S 
Divestment time (days) 178,3 316 466,8 877 163 308,7 
 
* The averages of the framework factors are based on the entire sample, both deals with and without divestment. However, the averages of the divestment anatomy are 
obviously based only on the divestments occurring in the sample. 
 
 
We will use these  difference between these divestment group averages in the next chapter.
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6 Discussion 
Here, we will discuss our findings with regards to the theoretical foundation presented earlier. 

Our main objective is to compare our results with the expectations we had before. After this 

discussion, we will present the conclusion with regards to the problem statement of our thesis. 

 
6.1 The impact of framework factors on divestment probability 
6.1.1 Governance issues 
From the summary of our theoretical foundation, we would expect governance issues to have 

a clear impact on divestment probability. For instance, international experience would 

decrease divestment probability, while both a hostile deal attitude and international 

experience would increase it. In our findings, we find no clear impact on divestment 

probability from governance issues. However, the two highest ranges of cultural distance have 

the two highest divestment probabilities. We believe this finding is supported by qualitative 

analysis of the individual divestment profiles. For instance, we think that it is likely that the 

large cultural distance between Hyundai of Korea and Maxtor of the United States reduced 

the barriers to exit in that particular deal. 

Factor Expectation Finding 
International experience Negative No clear prediction 
Deal attitude Positive No clear prediction 
Cultural distance Positive No clear prediction 
 
6.1.2 Environmental stability 
From theory, we would not expect a clear impact on divestment probability from any of the 

environmental stability factors. Indeed, we found that neither R&D intensity nor country risk 

have a clear impact. However, we see that divestment probability is higher when country risk 

is high or very high, though only five of the acquisitions we studied involved target countries 

with high or very high risk (India, the Bahamas, Slovakia, Brazil and Argentina). 

Factor Expectation Finding 
R&D intensity No clear prediction No clear prediction 
Country risk No clear prediction No clear prediction 
 
6.1.3 Attractiveness of current operations 
According to the theory, we did not expect a clear impact on probability of foreign divestment 

from any of the factors related to the attractiveness of current operations. While we did indeed 

find no clear impact from market growth, it appears that divestment probability increases with 

greater economic performance. 
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Factor Expectation Finding 
Market growth  No clear prediction No clear prediction 
Economic performance No clear prediction Positive 
 
6.1.4 Strategic fit 
According to theory, we expected that a conglomerate parent would have a positive impact on 

divestment probability. Our findings support this, as conglomerate parents have a far higher 

divestment probability. However, this is primarily from a single case – the acquisition of 

Hyder by PPL/The Southern Company – which resulted in a very comprehensive 

restructuring and divestment process. Further, according to theory, we expected that 

subsidiaries established as part of a global strategy would be the most probable to be divested 

in the long run, and that unrelated subsidiaries would also have a higher divestment 

probability. On the former, we found that buyers with an international strategy have a higher 

divestment probability than buyers with multinational and global strategies. On the latter, we 

found no observations. 

Factor Expectation Finding 
Conglomerate parent Positive Positive 
Global MNE strategy Positive Negative 
Unrelated Positive No observations 
 
6.1.5 Comparing cross-border acquisitions with and without divestment 
According to theory, we had a set of expectations with regards to the impact of the framework 

factors on divestment probability. Here, we will compare our expectations with the impact on 

the average findings in cross-border acquisitions with and without divestment. 

Factor Expectation Finding in deals with divestment 
International experience Negative Higher 
Hostile deal attitude Positive No difference 
Cultural distance Positive Higher 
R&D intensity No clear prediction Lower 
Country risk No clear prediction Higher 
Market growth  No clear prediction Higher 
Economic performance No clear prediction Higher 
Conglomerate parent Positive No difference 
Unrelated Positive No difference 
Global MNE strategy Positive No difference 
 

Most findings show differences where no differences could be predicted or no difference 

where we did expect to find an impact. There are two instances where there is a difference 

between the averages and there is also a prediction that there would be a difference. One 

finding, on international experience, runs counter to the prediction. Another, on cultural 

difference, is the same as the prediction. 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 62

6.2 The impact of framework factors on divestment anatomy 
6.2.1 Governance issues 
According to theory, a hostile deal attitude and higher cultural distance would increase 

relative divestment value and decrease divestment time, while international experience would 

have the opposite impact. In our findings, we see that indeed, hostile acquisitions have more 

than twice as high divestment value relative to deal size as friendly acquisitions. A typical 

example is the divestment of the woman’s apparel division of US Shoe after US Shoe was 

acquired in a $1298 million hostile deal by Luxottica Group. This $1345 million divestment 

happened after only 30 days, and was both of a high relative value and happened relatively 

fast. There is no clear impact on divestment anatomy from cultural distance or from 

international experience, though the buyers with the lowest experience have by far the highest 

average divestment value. This is in line with the expectation from theory. 

 

6.2.2 Environmental stability 
From theory, we have no clear prediction on both R&D intensity and country risk. However, 

from our findings, we see that average divestment time increases with increasing R&D 

intensity. We also see that the average number of divestments decreases with increasing 

country risk, while divestment time increases with increasing country risk. 

 
6.2.3 Attractiveness of current operations 
From theory, we have no clear prediction on both economic performance and market growth. 

We also do not find any clear impact in our findings from either factor. 

 
6.2.4 Strategic fit 
From theory, we would expect that conglomerate parents would have higher divestment 

values. In our findings, indeed, conglomerate parents have the highest divestment values and 

number. In terms of MNE strategy, we would expect buyers following the global strategy to 

have the highest divestment number and value, and the lowest divestment time. However, we 

find that buyers following the multinational strategies have the highest divestment value and 

lowest divestment time. 
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6.3 Divestment groups 
6.3.1 Divestment group 1: Focusing on core business 
The acquisitions in this group have the highest average country risk of all groups. There is 

also negative market growth on average in these deals. It is therefore natural to assume that  

buyers wish to reduce their overall risk by divesting activities not close to their core 

competencies. However, the relatively low cultural distance could have a moderating effect 

on this impact. 

 

The divestments in this group appear to be strategically motivated. Some were planned even 

before the acquisition was closed – because the main rationale for the acquisition was to gain 

access to a specific part of the target, not the entire firm. There is a relatively high percentage 

of hostile buyers in this group. From theory, we would expect hostile buyers to be more 

prepared to make changes following an acquisition, due to less attachment and more 

momentum. Accordingly, they could more easily divest assets not part of the core business. 

 

With regards to the anatomy of the divestments in this group, they have by far the highest 

divestment value of all groups, both in terms of dollars and percent of deal size. This most 

likely follows from the fact that they are strategically motivated, and not necessarily 

concerned with any particular issues. Indeed, we see that the economic performance in this 

group – although significantly below average in the sample – is the median of the groups. 

Accordingly, the divestments are in general sales and not closures. The assets sold may be of 

good value to other buyers, and thus a high value is received from these divestments. Further, 

this group has the second lowest divestment time of all the groups, at about half a year. This 

underlines the finding that most of these divestments were planned ahead of the acquisition, 

and is not the result, for instance, of poor performance in the target. 

 

One example of this type of divestment happened after Canadian oil & gas firm Paramount 

Resources’ acquisition of the Australian mining & minerals firm Summit Resources. Even 

though economic performance was up 16,54 % relative to buyer index, Paramount embarked 

on a property rationalization program to divest of minor non-core properties in Summit less 

than three months after the deal was closed. As a result, the company received proceeds of 

$70-90 million, well in excess of the goal. 
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6.3.2 Divestment group 2: Pay for acquisition/raising capital 
Another group of foreign divestments we found in our study was divestments conducted in 

order to pay for the original cross-border acquisition or to raise capital in general. Typical for 

this type of divestments is that it is a conducted by companies with low international 

experience. This argument is strengthened by the fact that the most common MNE strategy 

for companies in the group is the international strategy, often seen in companies with low 

international experience. The acquisitions resulting in this type of divestments all have a 

friendly deal attitude. The target companies from which the divestments are made have a 

relatively low R&D intensity, indicating that the loss of knowledge from the divestments may 

be rather limited. 

 

Once this type of divestment is decided upon, the divestment anatomy typically has a 

relatively low value relative to the size of the original acquisition. However, it has a relatively 

high fixed dollar value. This may indicate that such divestments, although relatively small, 

could be important in fixed terms for the inexperienced firms. 

 

Two examples of this type of divestment happened after Grupo Mexico of Mexico acquired 

Asarco of the United States. Both Asarco’s specialty chemical division, Enthone, and its 

aggregates division, American Limestone, were divested in order to pay for the deal. These 

were both partial sales of the target’s assets. It should be noted that this type of divestment 

may be highly controversial. Discussing the Asarco case, Blumenthal (2006) noted that 

“takeovers often are financed by selling a company’s assets. But it could be illegal, under 

certain circumstances. According to court filings [...] against Asarco in New York, Grupo 

Mexico engaged in the ‘fraudulent conveyance’ of Asarco assets to finance its takeover and to 

limit future Asarco’s financial liabilities.” 

 

6.3.3 Divestment group 3: Low performance in target 
Divestments conducted because of low performance in the target company are typically made 

by buyers with high economic performance, and in cases with high target market growth. The 

reason underlying the divestment could therefore be assumed to be the target company not 

living up to the buyer’s standards with regards to performance, either in terms of service and 

product quality or simply not meeting the internal rate of return. 
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The dominating parent-subsidiary relationship in this group is vertical, and the dominating 

MNE strategy is global. Based on this, we can assume that the target company subject to 

divestment is a supplier of products or services in the acquirer’s value chain with world wide 

implications. This is in line with the majority of the deals in the group being friendly 

acquisitions.  

 

Looking at the divestment anatomy, divestments in this group are the smallest in terms of 

dollar value. This seems reasonable because of the divested assets’ low performance. Further, 

these divestments have the second highest divestment time. This is most likely because it 

takes time to properly evaluate performance in a newly acquired firm and because it takes 

longer to sell a low performing asset than a high performing asset. 

 

One example took place in Lateral Vector Resources after the acquisition by CanArgo 

Energy. CanArgo acquired LVR in order to expand in the Ukraine. After 1018 days, almost 

three years, CanArgo sold its entire stake in the company because of poor performance, and 

withdrew from the Ukraine altogether, only recovering 86,32 % of the acquisition price. 

 

6.3.4 Divestment group 4: Low performance in buyer 
Another group of foreign divestments we found in our study were divestments conducted as a 

result of low financial performance in the buyer company. We only found one deal of this 

type in our data set. However, it clearly illustrates the type of cases we are discussing. After 

acquiring Maxtor of the United States, and promising strong commitment to that company, 

Hyundai’s home country of South Korea was badly hit by the Asian financial crisis. This lead 

to terrible financial performance in the buyer company. Seeing high growth in the target 

market – Hyundai recognized that a partial divestment of Maxtor might represent an 

opportunity to generate some of the cash needed to “get through the storm”. As a result, 

Hyundai did decide to reduce its ownership in Maxtor to a minority stake, through a sale – or 

an initial public offering (IPO). 

 

We consider it highly likely that the decision to sell part of Hyundai’s ownership in Maxtor 

was influenced by three factors. First, Hyundai’s original acquisition of Maxtor was a hostile 

acquisition. Second, there is a very high cultural difference between South Korea and the 

United States. Third, Hyundai was a conglomerate parent to Maxtor. All these factors 

contribute a positive impact on the probability of foreign divestment according to theory. 
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With regards to the anatomy of the divestment, it took the form of a partial ownership 

reduction. This group is the only group in our study where a sale of ownership – not assets – 

is the most common. However, it is also the group where the divestment by far took the 

longest time to take place – more than two years after the close of the acquisition. 

 

6.3.5 Divestment group 5: Cost cutting 
Another group of foreign divestments we found in our study were divestments conducted in 

order to cut costs in the target company. We consider this group as a fundamentally different 

group from the divestments conducted in order to focus on core business. This is because we 

believe that cost cutting is of significantly less strategic importance for the buyer company, 

and thus a different type of decision altogether. 

 

Like divestments conducted as a result of low performance in the buyer company, we only 

found one divestment as a result of cost cutting in our data set. However, this case clearly 

illustrates what we are discussing. After Broken Hill Proprietary (BHP) and Mitsubishi’s joint 

takeover vehicle acquired QCT Resources of Australia, they closed QCT’s head office 

functions and replaced them by similar functions at BHP. We believe this may be driven in 

part by the fact that QCT had low R&D intensity, in other words little investment in the local 

development of knowledge. QCT is a clear-cut natural resource enterprise. Strengthening this 

argument is the fact that the parent-subsidiary relationship between BHP/Mitsubishi and QCT 

was a vertical one. This means that the buyer considers the target more or less as a resource 

supplier firm. This may have contributed to the decision to cut costs. 

 

Once the divestment took place, it happened very quickly, only 163 days after the closing date 

of the acquisition. This seems in line with the idea that this particular divestment was not a 

major strategic decision, rather, it was a routine move to save money. The head office 

function of QCT was not very valuable to other companies within or outside the industry. As 

a result, it was not sold – but shut down. 
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7 Conclusion and final remarks 
7.1 Conclusion 
The starting point for this paper was to examine the probability and anatomy of foreign 

divestment in cross-border acquisitions. 

 

In our work, we reviewed previous literature on the subject. Building on this theoretical 

foundation, we developed a modified conceptual framework for foreign divestment. 

Proceeding with the framework, we designed and conducted a study of divestment in 30 

cross-border acquisitions in the period from 1995-2006, including 15 friendly and 15 hostile 

deals. Our study involved qualitative analysis of each acquisition and divestment individually, 

and quantitative analysis across the sample. 

 

In our study of 30 cross-border acquisitions, we found that divestment occurs in 12 deals. 

This means that the probability of foreign divestment in cross-border acquisitions is 40 

percent and in line with the results found in similar studies on divestment in domestic 

acquisitions. We also found that divestment probability seems to change along with change in 

several framework factors. In particular, divestment is more likely to occur in deals where the 

buyer is a conglomerate parent, follows an international strategy and has high economic 

performance. 

 

With regards to the anatomy of foreign divestment, we found that there are great variations 

between different instances of divestment. Some divestments are relatively merciful – like 

Nobleza Piccardo’s sale of its leaf purchasing and processing operation to Standard Tobacco 

Argentina (STA). Standard agreed to hire most of the employees that Nobleza laid off 

because of the sale. Other divestments are relatively merciless – like Grupo Mexico’s 

restructuring of Asarco. This process has been described as “six years of pillage” leaving 

Asarco as “a depleted, denuded vestige of a once vibrant, century old-mining enterprise” 

(please see the respective divestment profiles in the appendix). 

 

In total, we find 20 divestments in our sample. This means that divestment occurs more than 

once in some of the deals. However, no deals in our sample have more than three divestments.  
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We also find that the anatomy of foreign divestment varies with change in several factors in 

the framework. In particular, divestment value is higher for hostile buyers, conglomerate 

parents, and buyers with a multi-domestic MNE strategy. The average number of divestments 

decreases with increasing country risk. In addition, average divestment time increases with 

increasing R&D intensity and increasing country risk, but is lower for buyers with a multi-

domestic MNE strategy. Most of these findings correspond with our expectations from theory. 

 

In addition to these findings, we discovered broader patterns in the sample with regards to the 

impact from the framework factors on divestment. These are patterns based on stated reasons 

for foreign divestment, which we interpret as “bottom line” drivers of divestment. We identify 

five divestment groups typical for our sample, and find that they are similar to the basic 

motives for divestment identified by Benito (2003). We also find that the average divestment 

anatomy differs between the groups. The groups are divestments conducted in order to: 

 

(1) Focusing on core business: This group is characterized by the highest divestment 

value, both in dollars and percent. It also has the second lowest divestment time. 

(2) Pay for acquisition/raising capital: This group is characterized by a relatively low 

divestment value in terms of percent, but a relatively high divestment value in dollars. 

(3) Low performance in target: This group is characterized by the lowest divestment 

value in terms of dollars, and the second highest divestment time. 

(4) Low performance in buyer: This group is characterized by the highest divestment 

time. We also see that the divestment in this group involved the divestment of the 

stock of the acquired firm – not only assets. 

(5) Cost cutting: This group is characterized by the lowest divestment time and zero 

divestment value. We see that the divestment in this group was in the form of closure. 

 

Our study may have implications both at the empirical, managerial and political level. At the 

empirical level, we believe it is among the first studies conducted specifically on foreign 

divestment. It is also among the first to outline a modified conceptual framework for the 

relationship between factors, divestment probability and divestment anatomy as a process. 

 

Our study has also shown that foreign divestment in cross-border acquisitions is a highly 

complex issue. At the managerial level, some divestments are planned before the acquisitions 

are conducted, and they are carried out in order to pay for the acquisitions. Other divestments 
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take place in order to raise capital by harvesting past successes. This implies that not all 

foreign divestments are necessarily the result of failed acquisitions by management. 

At the political level, similarly, we see that some divestments are merely transfers of a 

business to a new corporate parent – without any significant impact on the underlying 

business. This implies that not all foreign divestments necessarily result in increased problems 

for workers and local communities. 

 

At both the managerial and political level, accordingly, we find that foreign divestment in 

cross-border acquisitions is not a matter of black or white. Quite the contrary, some 

divestments may be subtle; only involving a minor part of the acquired firm and taking place 

in increments. Taking these findings into account – keeping our modified conceptual 

framework in mind – we believe that divestment is not a single decision but a delicate process 

where also the options available in terms of divestment anatomy are of importance. 

 

We further believe that divestment – if conducted for the right reasons in terms of the 

divestment decision, and in the right way in terms of the divestment anatomy – can be a 

positive tool both for individual corporations and society as a whole. 

 

“Smart apple farmers routinely saw off dead and weakened branches to keep their 

trees healthy. Every year, they also cut back a number of vigorous limbs-those that are 

blocking light from the rest of the tree or otherwise hampering its growth. And, as the 

growing season progresses, they pick and discard some perfectly good apples, 

ensuring that the remaining fruit gets the energy needed to reach its full size and 

ripeness. Only through such careful, systematic priming does an orchard produce its 

highest possible yield.” 

Dranikoff, Koller and Schneider (2002) 

 

 

 

 

 

 

 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 70

7.2 Limitations and suggestions for future research 
Previously, we have indicated some minor limitations in our thesis. Here, we will present a 

more fundamental limitation which results from our choice of research methodology. 

 

For our thesis, we selected the small-N-study as our main methodology,  researching only 

thirty cross-border acquisitions. Although this has many advantages, primarily combining the 

extensive and the intensive, it also has disadvantages, primarily not being broad enough for 

thorough extensive research and not being deep enough for thorough intensive research. For 

instance, we have attempted statistical analysis such as multivariate regression (using ordinary 

least squares or OLS) without success. Our sample is simply too small. This is clearly a 

limitation, because we can not prove that our findings are statistically significant. 

 

Lieberson (1991:308) discusses the small-N-study, and holds that despite its weaknesses as a 

methodology, “we can easily appreciate the goal of making causal inferences based on a small 

number of cases. If data were available with the appropriate depth and detail for a large 

number of cases, obviously the researcher would not be working with these few cases 

(assuming a minimal time-energy cost). Since the data are not available, one can only 

approach these efforts with considerable sympathy for their objective.” 

 
Accordingly, our suggestions for future research have to do with moving beyond the small-N-

study, and conducting either broader or deeper research. In terms of broader research, we 

believe a larger sample could allow for a proper test of our modified conceptual framework 

using multivariate regression. With regards to deeper research, on the other hand, we believe 

more in-depth case studies could give further insights in terms of the decision and 

implementation processes in foreign divestment. 

 
Regardless of the methodologies employed, we sincerely hope that both students and 

researchers will continue to explore foreign divestment in the future. We certainly have found 

it an interesting and important topic to study. 

 
 
 
 
 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 71

Bibliography 
Aiello, Robert and Michael Watkins. 2001. “The fine art of friendly acquisitions”. In Harvard Business Review 
on Mergers and Acquisitions. Boston: Harvard Business School Press. 
 
Akther, S. H., Y. A. Choudhry. 1993. ”Forced withdrawal from a country market: Managing political risk” 
Business Horizons, 36 (3): 47-54. 
 
Ashkenas, Ronald, Lawrence DeMonaco and Suzanne Francis. 1998. “Making the Deal Real: How GE Capital 
Integrates Acquisitions”. Harvard Business Review, 76(1): 165-178. 
 
Audretsch, David. 1994. “Business survival and the decision to exit”. Journal of the Economics of Business, 
1(1):125-37. 
 
Bane, W.T., F. Neubauer. 1981. ”Diversification and the Failure of New Foreign Activities”. Strategic 
Management Journal, 2(3): 219-233. 
 
Barkema, H.G, J. Bell and J.M. Pennings. 1996. “Foreign entry, cultural barriers, and learning”. Strategic 
Management Journal, 17(2): 151-166. 
 
Bartlett, C. and S. Ghoshal. 1989. Managing across National Borders: The Transnational Solution. Boston: 
Harvard University Press. 
 
Benito, Gabriel R.G. 1997a. “Divestment of foreign production operations”. Applied Economics, 29: 1365-1377. 
 
Benito, Gabriel R.G. 1997b. ”Why are Foreign Subsidiaries Divested? A Conceptual Framework”, in Ingmar 
Björkman & Mats Forsgren (eds.), The Nature of the International Firm, Copenhagen: Copenhagen Business 
School Press, 309-334. 
 
Benito, Gabriel R.G. 2003 ”Divestment Seen through the Lens of International Business Strategy”. Keynote 
Lecture given at the International Conference on Divestment: Corporate Strategies, The Regions and Policy 
Responses, Lisbon. 
 
Benito, Gabriel R.G. 2005. ”Divestment and International Business Strategy”, Journal of Economic Geography, 
5(2): 235-251. 
 
Benito, Gabriel R.G. 2006. ”Corporate and Global Strategy”. Lecture hand-out. February 1 2006. Oslo: 
Handelshøyskolen BI. 
 
Biswas, R., D.R. Fraser and A. Mahajan. 1997. “The international market for corporate control: Evidence from 
acquisitions of financial firms”. Global Finance Journal 8(1): 33-54. 
 
Bruner, Robert. 2004. Applied mergers and acquisitions. Hoboken, NJ: John Wiley & Sons. 
 
Boddewyn, JJ. 1979. “Foreign Divestment: Magnitude and Factors”. Journal of International Business Studies., 
10(1): 21-27. 
 
Caves, R.E. and M.E. Porter. 1976. “Barriers to exit”. In R. Masson and P.D. Qualls, eds. Essays in Industrial 
Organization in Honour of Joe S. Bain. Cambridge, MA: Ballinger. 
 
Chow, Yuen Kong, R.T. Hamilton. 1993. “Corporate Divestment: An Overview” Journal of Managerial 
Psychology. 8(5): 9-14. 
 
Clark, Gordon L., Neil Wrigley. 1997. “The spatial configuration of the firm and the management of sunk costs”. 
Economic Geography. 73(3): 285-305. 
 
Conyon, M.J., Girma, S., Thompson, S., Wright, P., 2002. “Do hostile mergers destroy jobs?” Journal of 
Economic Behavior and Organization 45 (4): 427–441. 
 
Davis, J.V. 1974. ”The strategic divestment decision”. Long Range Planning, 7(1): 15-18. 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 72

Dranikoff, Lee, Tim Koller and Antoon Schneider. 2002. ”Divestiture: Strategy's Missing Link”. Harvard 
Business Review. 80(5): 75-83. 
 
Duhaime, Irene, John Grant. 1984. “Factors Influencing Divestment Decision-making: Evidence from a Field 
Study.” Strategic Management Journal. 5(4): 301-318. 
 
Harrigan, K. R. 1980. Strategies for Declining Business. Lexington, MA: Lexington Books. 
 
Haspeslagh, P. and D. Jemison. 1991. Managing acquisitions. New York: Free Press. 
 
Haynes, Michelle, Steve Thompson and Mike Wright. 2000. ”The determinants of corporate divestment in the 
UK.” International Journal of Industrial Organization. 18(8): 1201-1223. 
 
Haynes, Michelle, Steve Thompson and Mike Wright. 2002. ”The Impact of Divestment on Firm Performance: 
Empirical Evidence from a Panel of UK Companies.” Journal of Industrial Economics, 50(2): 173-197. 
 
Haynes, Michelle, Steve Thompson and Mike Wright. 2003. ”The determinants of corporate divestment: 
evidence from a panel of UK firms.” Journal of Economic Behavior & Organization. 52(1): 147-167. 
 
Hennart, Jean-François, Dong-Jae Kim and Ming Zeng (1998), ”The Impact of Joint Venture status on the 
Longevity of Japanese Stakes in US Manufacturing Affiliates”, Organization Science, 9(3): 382-395. 
 
Hill, Charles. 2006. International business. 6th ed. New York: McGraw-Hill Irwin. 
 
Jacobsen, Dag Ingvar. 2000. Hvordan gjennomføre undersøkelser? Innføring i samfunnsvitenskapelig metode. 
Oslo: Høyskoleforlaget. 
 
Jemison, David and Sim Sitkin. 1986. “Corporate acquisitions: a process perspective”. Academy of Management 
Review, 11(1): 145-163. 
 
Johanson, Jan and Jan-Erik Vahlne. 1977. ”The internationalization process of the firm - a model of knowledge 
development and increasing foreign market commitments” Journal of International Business Studies, 8(1): 25-
34. 
 
Kaplan, Steven and Michael Weisbach. 1992. “The Success of Acquisitions: Evidence from Divestitures.” 
Journal of Finance, 47(1): 107-138. 
 
Kelly, John, Colin Cook and Don Spitzer. 1999. Unlocking shareholder value: The keys to success. [Online] 
London: KPMG. Available from URL: 
<http://pages.stern.nyu.edu/~adamodar/pdfiles/eqnotes/KPMGM&A.pdf> [Accessed  2006 May 23rd]. 
 
Kobrin, S. J. 1980. “Foreign enterprise and forced divestment in LDCs”. International Organizations, 34 (1): 65-
88. 
 
Kogut, Bruce, Harbir Singh. 1988. “The effect of national culture on the choice of entry mode” Journal of 
International Business Studies, 19(3): 411-432. 
 
Lecraw, D. J. 1984. “Diversification strategy and performance”. Journal of Industrial Economics, 33(2): 179-
198. 
 
Li, J. 1995. “Foreign entry and survival: effects of strategic choices on performance in international markets”. 
Strategic Management Journal, 16(5): 353-64. 
 
Lieberson, Stanley. 1991. “Small N's and Big Conclusions: An Examination of the Reasoning in Comparative 
Studies Based on a Smaller Number of Cases”. Social Forces, 70(2):307-320. 
 
Mariotti, Sergio and Lucia Piscitello. 1997. ”Divestment as failure or part of a restructuring strategy: evidence 
from the italian MNEs”, in K. Macharzina, M.J. Oesterle and J. Wolf (eds.), Proceedings of the 23rd Conference 
of EIBA, Stuttgart. 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 73

Markides, C. 1995. Diversification, Refocusing and Economic Performance. Cambridge, MA: MIT Press. 
 
Mata, Jose and Pedro Portugal. 2000. ”Closure and divestiture by foreign entrants: The impact of entry and post-
entry strategies.” Strategic Management Journal, 21(5): 549-563. 
 
Morck, R., A. Shleifer and R.N. Vishny. 1990. “Do managerial objectives drive bad acquisitions?”.  Journal of 
Finance, 45(1): 31-48. 
 
Nahavandi, Afsaneh and Ali Malekzadeh. 1988. “Acculturation in Mergers and Acquisitions”. Academy of 
Management Review, 13(1): 79-91. 
 
Padmanabhan, P. (1993), ”The impact of European divestment announcements on shareholder wealth: evidence 
from the UK”, Journal of Multinational Financial Management, 3: 185-208. 
 
Pennings, J.M., Barkema, H.G. & Douma, S. 1994. ”Organizational learning and diversification”, Academy of 
Management Journal, 37(3): 608-640. 
 
Pike, Andy. 2003, ”Building a Geographical Political Economy of Closure: The case of R&DCO in the north 
east region of England”.  Draft paper for International Conference on Divestment: Corporate Strategies, the 
Regions and Policy Responses, Faculdade de Letras, University of Lisbon, September. 
 
Porter, Michael E. 1987. “From competitive advantage to corporate strategy”. Harvard Business Review, 65(3): 
43-59. 
 
Ravenscraft, David J. and F.M. Scherer. 1987. Mergers, selloffs, and economic efficiency. Washington, DC: 
Brookings Institution. 
 
Reed, Stanley Foster and Alexandra Reed Lajoux. 1999. The art of M&A: A merger/acquisition/buyout guide. 
New York: McGraw-Hill. 
 
Roll, R. 1986. “The Hubris Hypothesis of Corporate Takeovers”. Journal of Business. 59: 197-216 
 
Saloner, Garth, Andrea Shepard and Joel Podolny. 2001. Strategic management. Hoboken, NJ: John Wiley & 
Sons. 
 
Schwert, G. William. 2000. ”Hostility in Takeovers: In the Eyes of the Beholder?” Journal of Finance, 55(6): 
2599-2640. 
 
Shimizu, Katsuhiko, Michael Hitt, Deepa Vaidyanath, Vincenzo Pisano. 2004. “Theoretical foundations of 
cross-border mergers and acquisitions: A review of current research and recommendations for the future”  
Journal of International Management, 10(3): 307-353. 
 
Siegfried, J. J. and L. B. Evans. 1994. ”Empirical studies of entry and exit: a survey of the evidence”. Review of 
Industrial Organization, 9: 121-155. 
 
Simões, Vitor Corado. 2005. ”Divestment by foreign-based companies: Portugese experiences”.  In Re-location 
of production and jobs to CEE countries – Who gains and who loses? Conference 16th-17th September 2005. 
Hamburg: Hamburg Institute of International Economics. [Online] Available from URL: 
<http://www.hwwa.de/etc/EI_WS_050916/Simoes.pdf> [Accessed  2006 May 15th]. 
 
Thaler, R. 1988. “Anomalies: The Winner's Curse”. Journal of Economic Perspectives, 2: 191-201. 
 
UNCTAD. 2000. ”Survival in global business arena is key driver of cross-border merger and acquisition boom”. 
[Online] Geneva: UNCTAD. Available from URL: 
<http://www.unctad.org/Templates/webflyer.asp?docid=2928&intItemID=2023&lang=1>. Accessed  2006 May 
7th]. 
 
UNCTAD. 2004. World investment report. [Online] Geneva: UNCTAD. Available from URL: 
<http://www.unctad.org/wir/>. [Accessed  2006 May 7th]. 
 



The anatomy of foreign divestment  Stenumgård and Norman 2006 
 

 74

Vale, Mário. 2001. Desinvestimento: Caracterização e Literatura de Referência, Working paper, DIVEST 
project. 
 
Walsh, J.P. 1988. “Top management turnover following mergers and acquisitions”. Strategic Management 
Journal. 9(2): 173-183. 
 
Watts, H.D. 1991. ”Plant Closures in Urban Areas: Towards a Local Policy Response”, Urban Studies, 
Vol. 28(5): 803-817. 
 
Watts, H.D. and H.A. Stafford. 1986. ”Plant Closure and the multiplan firm: some conceptual issues”, 
Progress in Human Geography, 10(2): 206-227. 
 
Williamson, Oliver E. 1985. The Economic Institutions of Capitalism: Firms, Markets, Relational 
Contracting, New York: Free Press. 
 
World Trade Organization. 2006. Statistics database. [Online]. Geneva: World Trade Organization. Available 
from URL:  <http://stat.wto.org/>. [Accessed  2006 May 29th]. 
 
Wright, W. and S. Thompson. 1987. “Divestment and the control of divisionalised firms”. Accounting and 
Business Research, 17(65): 259-67. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 

 75

Appendix: Acquisition and divestment Profiles 
This appendix includes the empirical foundation for our thesis The anatomy of foreign 

divestment – A study of thirty cross-border acquisitions, 1995-2006. The appendix is 

structured as follows: first, all thirty cross-border acquisitions are presented in chronological 

order; second, all twenty divestments are presented according to the same principle. 

 

In order to link the two parts together, two-way references are included. The acquisitions 

followed by divestment(s) refer to the particular divestment profile(s), while divestment 

profiles refer back to the particular acquisition. This has lead to some overlapping of 

information. However, we find this approach necessary since it enables examination of the 

data from two different perspectives, respectively the acquisition and the divestment 

perspective. Due to the focus of our thesis we have mainly relied upon the divestment 

perspective, however in order to look into why some acquisitions lead to several divestments, 

the divestment process, it has been necessary draw on the acquisition perspective as well. 
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Acquisition profiles 
 

Buyer    Target    Year Attitude Pg. 

1. Luxottica Group  US Shoe   1995 Hostile  77 
2. Ingersoll-Rand  Clark Equipment  1995 Hostile  81 
3. Hyundai    Maxtor    1996 Hostile  85 
4. Ecolab    Gibson Chemical  1998 Hostile  89 
5. United News & Media CMP Media   1999 Friendly 94 

 
6. Grupo México  Asarco    1999 Friendly 98 
7. Grupo Sanborns  CompUSA   2000 Friendly 102 
8. British American Tobacco Nobleza Piccardo  2000 Friendly 106 
9. Harsco    SGB Group   2000 Hostile  110 
10. Illinois Tool Works  Siddons Ramset  2000 Hostile  114 

 
11. PPL Corp / Southern Co. Hyder    2000 Hostile  118 
12. BHP / Mitsubishi  QCT Resources  2001 Friendly 123 
13. Compass Group  Morrison Management 2001 Hostile  128 
14. CanArgo Energy  Lateral Vector Resources 2001 Friendly 132 
15. Barclays   Banco Barclays e Galicia 2001 Friendly 136 

 
16. Koninklijke Philips  Philips India   2001 Friendly 140 
17. Belgacom   Infosources   2001 Friendly 144 
18. Visma    Liinos    2002 Friendly 148 
19. Paramount Resources  Summit Resources  2002 Friendly 152 
20. Ensign Resources Service Australian Oil & Gas Corp. 2002 Hostile  156 

 
21. Escalade   Schleicher & Co.  2003 Friendly 160 
22. Carnival   P&O Princess Cruises 2003 Hostile  164 
23. eBay    Internet Auction Co.  2003 Hostile  168 
24. Consolidated Water  Waterfields   2004 Friendly 181 
25. Mol Hungarian Oil & Gas Slovnaft   2004 Hostile  178 

 
26. Danaher   Linx Printing   2005 Hostile  180 
27. Cleveland-Cliffs  Portman   2005 Friendly 184 
28. Total SA   Deer Creek Energy  2005 Friendly 188 
29. First Quantum Minerals Adastra Minerals  2006 Hostile  192 
30. Lafarge SA   Lafarge North America 2006 Hostile  196 
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Buyer  Luxottica Group SpA 
   Italy 

Drugs, Medical Supplies & Equipment 
Target  US Shoe Corp. 
   United States 
   Retail 
 
 
Date   June 15th 1995 
Deal size  $1298m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment Yes (103,65%) 
 
 
About the deal 
 
Luxottica Group is the world’s leading designer, manufacturer and distributor of prescription 
frames and sunglasses in the premium and luxury segments. 
 
In this deal, Luxottica bought US Shoes’ optical retailing division, which included Lens 
Crafters, the world's largest optical chain in terms of sales, and a woman’s apparel division. 
According to management, the acquisition of LensCrafter resulted in a reinforcement of 
Luxottica, perfectly in line with the high-quality manufacturing process and product range 
that they said characterized the company.i 
 
US Shoe sold off its Footwear group to Nine West Group on March 15th 1995, when it 
became aware of the hostile bid. Before the acquisition by Luxottica, both this division and 
the woman’s apparel division had suffered from poor performance.ii 
 
 
 

 
 Buyer Target 

Deal 1
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Deal dates Announced  03.03.1995 
Closed 15.05.1995 
Closing time (days) 72 
Observation end 15.05.2000 

 
 
Stake size Before deal 0% 
 Increase 100% 
 After deal  100%iii 
 
 
Difference: Power distance 10 
Difference: Individualism 15 
Difference: Masculinity 8 
Difference: Uncert. Avoid. 29 
Cultural distance index 0,80 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Vertical 
 
The Target Company is a supplier to the Buyer Company 
and/or vice versa. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Luxottica Group SpA 

ISIN US55068R2022 
Country Italy 
Industry Drugs, Medical Supplies & 

Equipment 
Founding year 1961iv 
Age at transaction 34 
Size at transaction ($m) 1711,9 
International entry 1981v 
International experience 14 
Target country entry 1982vi 
Target country experience 13 

 
 

Culture Power Distance (PDI) 50 
Individualism (IDV) 76 
Masculinity (MAS) 70 
Uncert. Avoidance (UAI) 75 

 
 

Performance Price – closing date ($) 3,175 
Price – obs. end ($) 11,7812 
Price – divestment 1 ($) 3,5625 
Price change in period ($) 8,6062 
Percent change in period 271,06 % 
Price change to div. 1 ($) 0,3875 
Percent change to div. 1 12,20 % 

 
 

Buyer index Index name ITALY-DS Market 
Index – closing date 1308,26 
Index – obs. end 2928,53 
Index – divestment 1 1211,02 
Index change in period 1620,27 
Percent change in period 123,85 % 
Index change to div. 1 -97,24 
Percent change to div. 1 -7,43 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 147,21 % 
Price v. B. index – div. 1 19,64 % 
Price v. T. index – period 95,85 % 
Price v. T. index – div. 1 10,43 % 
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Target 
 
Profile Name US Shoe Corp. 

Country United States 
Country risk 0 
Industry Retail 
R&D intensity 2 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 527,73 
Index – obs. end 1452,36 
Index – divestment 1 537,11 
Index change in period 924,63 
Percent change in period 175,21 % 
Index change to div. 1 9,38 
Percent change to div. 1 1,78 % 

 
 
Divestment 
 
Divestment 1 of 1 Divestment profile 1  Page 201 
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Buyer  Ingersoll-Rand Co. Ltd 
   Bermuda 

Industrial & Farm Equipment & Machinery 
Target  Clark Equipment Co. 
   United States 
   Industrial & Farm Equipment & Machinery 
 
 
Date   June 1st 1995 
Deal size  $1500m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment Yes (17,71%) 
 
 
About the deal 
 
Ingersoll-Rand is a provider of climate control, industrial, compact vehicle, construction and 
security products. 
 
Industry experts believed the two companies would complement each other. For example, 
they estimated that the purchase of Clark would give Ingersoll a strong presence in the market 
for small and medium-sized construction machines, such as those used to build and repair 
roads.vii 
 
Ingersoll had made several smaller acquisitions recently. 
 
 
 
 
 
 

 
 Buyer Target 

Deal 2
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Deal dates Announced  29.03.1995 
Closed 01.06.1995 
Closing time (days) 62 
Observation end 01.06.2000 

 
 
Stake size Before deal 0% 
 Increase 100% 
 After deal  100%viii 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name Ingersoll-Rand Co. Ltd 

ISIN BMG4776G1015 
Country Bermuda 
Industry Industrial & Farm Equipment & 

Machinery 
Founding year 1902ix 
Age at transaction 93 
Size at transaction ($m) 3947,88 
International entry 1963 
International experience 32 
Target country entry 1965 
Target country experience 30 

 
 

Culture Power Distance (PDI) 3514 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 12,459 
Price – obs. end ($) 24,4062 
Price – divestment 1 ($) 16,0008 
Price change in period ($) 11,9472 
Percent change in period 95,89 % 
Price change to div. 1 ($) 3,5418 
Percent change to div. 1 28,43 % 

 
 

Buyer index Index name S&P 50015 
Index – closing date 533,48 
Index – obs. end 1448,81 
Index – divestment 1 808,48 
Index change in period 915,33 
Percent change in period 171,58 % 
Index change to div. 1 275 
Percent change to div. 1 51,55 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -75,69 % 
Price v. B. index – div. 1 -23,12 % 
Price v. T. index – period -75,69 % 
Price v. T. index – div. 1 -23,12 % 

 
 
 
 
 
 

                                                 
14 Because of the lack of cultural data on Bermuda, we have used the cultural characteristics of the United 
Kingdom instead, as Bermuda in fact is an overseas territory of the United Kingdom. 
 
15 Because of the lack of a Bermudian index, we have used the S&P 500, as Ingersoll-Rand is in fact listed in the 
United States on the New York Stock Exchange (NYSE). 
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Target 
 
Profile Name Clark Equipment Co. 

Country United States 
Country risk 0 
Industry Industrial & Farm Equipment & 

Machinery 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 533,48 
Index – obs. end 1448,81 
Index – divestment 1 808,48 
Index change in period 915,33 
Percent change in period 171,58 % 
Index change to div. 1 275 
Percent change to div. 1 51,55 % 

 
 
Divestment 
 
Divestment 1 of 1 Divestment profile 2  Page 202 
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Buyer  Hyundai Corporation 
   South Korea 
   Autos & Trucks 
Target  Maxtor Corporation 
   United States 
   Office Equipment & Computer Hardware 
 
 
Date   January 8th 1996 
Deal size  $354m – stake increase from 40% to 100% 
Attitude  Hostile 
Divestment Yes (28,25%) 
 
 
About the deal 
 
Hyundai Corporation is a multinational trading company based in Korea. 
 
In January 1996, it acquired 100% of the outstanding shares of Maxtor Corporation in a 
hostile acquisition, and established it as a subsidiary. 
 
A joint statement issued by Y.H. Kim, HEA’s chief executive officer and C.S. Park, Maxtor’s 
chief executive officer, after the closing of the deal, stated that Hyundai was committed to 
Maxtor’s success and together Hyundai and Maxtor looked forward to building the company 
into a position of industry leadership.x 
 
 
 
 
 
 

 
 Buyer Target 

Deal 3
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Deal dates Announced  31.oct.1995 
Closed 8.jan.1996 
Closing time (days) 68 
Observation end 8.jan.2001 

 
 
Stake size Before deal 40 %xi 
 Increase 60 % 
 After deal  100 %xii 
 
 
Difference: Power distance 20 
Difference: Individualism 73 
Difference: Masculinity 23 
Difference: Uncert. Avoid. 39 
Cultural distance index 5,01 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global 
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Buyer 
 
Profile Name Hyundai Corporation 

ISIN KR7011760006 
Country South Korea 
Industry Autos & Trucks 
Founding year 1976xiii 
Age at transaction 20 
Size at transaction ($m) 146,49 
International entry 1981xiv 
International experience 15 
Target country entry 1978xv 
Target country experience 18 

 
 

Culture Power Distance (PDI) 60 
Individualism (IDV) 18 
Masculinity (MAS) 39 
Uncert. Avoidance (UAI) 85 

 
 

Performance Price – closing date ($) 0,5 
Price – obs. end ($) 0,1 
Price – divestment 1 ($) 0,1 
Price change in period ($) -0,4 
Percent change in period -80 % 
Price change to div. 1 ($) -0,4 
Percent change to div. 1 -80 % 

 
 

Buyer index Index name KOREA SE KOSPI 200 
Index – closing date 0,12 
Index – obs. end 0,06 
Index – divestment 1 0,02 
Index change in period -0,06 
Percent change in period -50 % 
Index change to div. 1 -0,1 
Percent change to div. 1 -83,33 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -30 % 
Price v. B. index – div. 1 3,33 % 
Price v. T. index – period -189,53 % 
Price v. T. index – div. 1 -154,15 % 
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Target 
 
Profile Name Maxtor Corporation 

Country United States 
Country risk 0 
Industry Office Equipment & Computer 

Hardware 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 618,45 
Index – obs. end 1295,86 
Index – divestment 1 1077,01 
Index change in period 677,41 
Percent change in period 109,53 % 
Index change to div. 1 458,56 
Percent change to div. 1 74,15 % 

 
 
Divestment 
 
Divestment 1 of 1 Divestment profile 3  Page 203 
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Buyer  Ecolab Inc. 
   United States 

Household Goods 
Target  Gibson Chemical Industries Ltd 
   Australia 
   Household Goods 
 
 
Date   January 12th 1998 
Deal size  $127,02m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment Yes (27,87%) 
 
 
About the deal 
 
Ecolab Inc. (Ecolab) develops and markets products and services for the hospitality, 
foodservice, healthcare and industrial markets. 
 
It made the acquisition of Gibson Chemical with the objective of leveraging its presence in 
the Asia Pacific Regionxvi and increasing the scope of products and services offered. This was 
in line with the Ecolab´s Circle the Customer - Circle the Globe strategyxvii 
 
A further factor influencing Ecolab's take-over offer was its view that there was scope for 
significant improvements in efficiency and reduction of costs to result from the integration of 
businesses.xviii 
 
 
 
 
 

 
 Buyer Target 

Deal 4
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Deal dates Announced  29.08.1997 
Closed 12.01.1998 
Closing time (days) 133 
Observation end 12.01.2003 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 % 
 
 
Difference: Power distance 4 
Difference: Individualism 1 
Difference: Masculinity 1 
Difference: Uncert. Avoid. 5 
Cultural distance index 0,03 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name Ecolab Inc. 

ISIN US2788651006 
Country United States 
Industry Household Goods 
Founding year 1923 
Age at transaction 75 
Size at transaction ($m) 6628,59 
International entry 1956 
International experience 42 
Target country entry 1998  
Target country experience 0 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 13,5469 
Price – obs. end ($) 25,58 
Price – divestment 1 ($) 15,5313 
Price – divestment 2 ($) 15,5313 
Price – divestment 3 ($) 14,4375 
Price change in period ($) 12,0331 
Percent change in period 88,83 % 
Price change to div. 1 ($) 1,9844 
Percent change to div. 1 14,65 % 
Price change to div. 2 ($) 1,9844 
Percent change to div. 2 14,65 % 
Price change to div. 3 ($) 0,8906 
Percent change to div. 3 6,57 % 

 
 

Buyer index Index name S&P 500 
Index – closing date 939,21 
Index – obs. end 927,57 
Index – divestment 1 1087,59 
Index – divestment 2 1087,59 
Index – divestment 3 997,71 
Index change in period -11,64 
Percent change in period -1,24 % 
Index change to div. 1 148,38 
Percent change to div. 1 15,80 % 
Index change to div. 2 148,38 
Percent change to div. 2 15,80 % 
Index change to div. 3 58,5 
Percent change to div. 3 6,23 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 90,06 % 
Price v. B. index – div. 1 -1,15 % 
Price v. B. index – div. 2 -1,15 % 
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Price v. B. index – div. 3 0,35 % 
Price v. T. index – period 98,24 % 
Price v. T. index – div. 1 22,70 % 
Price v. T. index – div. 2 22,70 % 
Price v. T. index – div. 3 12,81 % 
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Target 
 
Profile Name Gibson Chemical Industries Ltd 

Country Australia 
Country risk 0 
Industry Household Goods 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX ALL ORDINARIES 
Index – closing date 1603,3 
Index – obs. end 1452,36 
Index – divestment 1 1474,2 
Index – divestment 2 1474,2 
Index – divestment 3 1503,3 
Index change in period -150,94 
Percent change in period -9,41 % 
Index change to div. 1 -129,1 
Percent change to div. 1 -8,05 % 
Index change to div. 2 -129,1 
Percent change to div. 2 -8,05 % 
Index change to div. 3 -100 
Percent change to div. 3 -6,24 % 

 
 
Divestment 
 
Divestment 1 of 3 Divestment profile 4  Page 204 
Divestment 2 of 3 Divestment profile 5  Page 205 
Divestment 3 of 3 Divestment profile 6  Page 206 
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Buyer  United News & Media Group Ltd 
   United Kingdom 

Miscellaneous Services 
Target  CMP Media LLC 
   United States 

Miscellaneous Services 
 
 
Date   June 4th 1999 
Deal size  $901,05m – stake increase from 0% to 100% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
United News & Media, now United Business Media, is a United Kingdom-based information 
services provider. The Company provides services to the technology, healthcare, media, 
automotive and financial services industries. 
 
United sought CMP Media in order to create a powerhouse in the high-tech information field. 
It believed the combined company – with more than 300 publications, 480 trade shows and 
conferences, 250 Web sites and revenue approaching $1.5 billion – would be able to 
challenge competing tech publishers International Data Group and Ziff-Davis for business-to-
business marketers’ dollars.xix 
 
 
 
 
 
 

 
 Buyer Target 

Deal 5
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Deal dates Announced  29.04.1999 
Closed 04.06.1999 
Closing time (days) 35 
Observation end 04.06.2004 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 % 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational 
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Buyer 
 
Profile Name United News & Media Group Ltd 

ISIN GB00B0B2LQ71 
Country United States 
Industry Miscellaneous Services 
Founding year 1918xx 
Age at transaction 81 
Size at transaction ($m) 5178,6 
International entry 1918 
International experience 81 
Target country entry 1918 
Target country experience 81 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 2090 
Price – obs. end ($) 1637,6 
Price change in period ($) -452,4 
Percent change in period -21,65 % 

 
 

Buyer index Index name FTSE 100 
Index – closing date 10218,43 
Index – obs. end 8183,04 
Index change in period -2035,39 
Percent change in period -19,92 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -1,73 % 
Price v. T. index – period -6,19 % 
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Target 
 
Profile Name CMP Media LLC 

Country United States 
Country risk 0 
Industry Miscellaneous Services 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 1327,75 
Index – obs. end 1122,5 
Index change in period -205,25 
Percent change in period -15,46 % 
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Buyer  Grupo México SA de CV 
   Mexico 

Mining & Minerals 
Target  Asarco, Inc. 
   United States 
   Chemicals, Paints & Coatings 
 
 
Date   November 15th 1999 
Deal size  $1073m – stake increase from 0% to 100% 
Attitude  Friendly 
Divestment Yes (66,57%) 
 
 
About the deal 
 
Grupo Mexico is a Mexico-based company, engaged in mining and transportation operations. 
 
After acquiring all of the outstanding common stock of Asarco Incorporated, Grupo Mexico 
became the second largest copper company in terms of copper reserves, the third largest 
producer of copper and fourth largest producer of silver in the world.xxi 
 
 
 
 
 
 
 
 
 

 
 
 

Buyer Target 

Deal 6
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Deal dates Announced  24.09.1999 
Closed 15.11.1999 
Closing time (days) 51 
Observation end 15.11.2004 

 
 
Stake size Before deal 0% 
 Increase 100% 
 After deal  100% 
 
 
Difference: Power distance 41 
Difference: Individualism 61 
Difference: Masculinity 7 
Difference: Uncert. Avoid. 36 
Cultural distance index 4,77 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name Grupo México SA de CV 

ISIN MXP370841019 
Country Mexico 
Industry Mining & Minerals 
Founding year 1978xxii 
Age at transaction 21 
Size at transaction ($m) 2621,99 
International entry 1999 
International experience 0 
Target country entry 1999 
Target country experience 0 

 
 

Culture Power Distance (PDI) 81 
Individualism (IDV) 30 
Masculinity (MAS) 69 
Uncert. Avoidance (UAI) 82 

 
 

Performance Price – closing date ($) 33,3 
Price – obs. end ($) 39,7 
Price – divestment 1 ($) 40,6 
Price – divestment 2 ($) 28,3 
Price change in period ($) 6,4 
Percent change in period 19,22 % 
Price change to div. 1 ($) 7,3 
Percent change to div. 1 21,92 % 
Price change to div. 2 ($) -5 
Percent change to div. 2 -15,02 % 

 
 

Buyer index Index name Mexico IPC (Bolsa) 
Index – closing date 652,57 
Index – obs. end 1052,52 
Index – divestment 1 854,34 
Index – divestment 2 665,87 
Index change in period 399,95 
Percent change in period 61,29 % 
Index change to div. 1 201,77 
Percent change to div. 1 30,92 % 
Index change to div. 2 13,3 
Percent change to div. 2 2,04 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -42,07 % 
Price v. B. index – div. 1 -9,00 % 
Price v. B. index – div. 2 -17,05 % 
Price v. T. index – period 34,32 % 
Price v. T. index – div. 1 17,93 % 
Price v. T. index – div. 2 -20,80 % 
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Target 
 
Profile Name Asarco, Inc. 

Country United States 
Country risk 0 
Industry Chemicals, Paints & Coatings 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 1394,39 
Index – obs. end 1183,81 
Index – divestment 1 1450 
Index – divestment 2 1475 
Index change in period -210,58 
Percent change in period -15,10 % 
Index change to div. 1 55,61 
Percent change to div. 1 3,99 % 
Index change to div. 2 80,61 
Percent change to div. 2 5,78 % 

 
 
Divestment 
 
Divestment 1 of 2  Divestment profile 7  Page 207 
Divestment 2 of 2  Divestment profile 8  Page 208 
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Buyer  Grupo Sanborns SA de CV 
   Mexico 

Food Processing 
Target  CompUSA 
   United States 
   Retail 
 
 
Date   March 10rd 2000 
Deal size  $798m – stake increase from 15% to 90% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Grupo Sanborns operates a retail chain of department stores, offering a variety of consumer 
goods.xxiii 
 
Struggling computer retailer CompUSA received a new lease on life when Mexican 
conglomerate Grupo Sanborns announced it would buy the chain.xxiv To fix CompUSA, 
Sanborns’ owner said he would be cutting costs, managing inventory better, adjusting product 
mix, improving customer service, and rethinking store locations. xxv 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 7
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Deal dates Announced  24.01.2000 
Closed 10.03.2000 
Closing time (days) 46 
Observation end 10.03.2005 

 
 
Stake size Before deal 14,9% 
 Increase 75% 
 After deal  89,9%xxvi 
 
 
Difference: Power distance 41 
Difference: Individualism 61 
Difference: Masculinity 7 
Difference: Uncert. Avoid. 36 
Cultural distance index 4,77 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Grupo Sanborns SA de CV 

ISIN MXP371151210 
Country Mexico 
Industry Food Processing 
Founding year 1928 
Age at transaction 72 
Size at transaction ($m) 2351,33 
International entry 2000 
International experience 0 
Target country entry 2000 
Target country experience 0 

 
 

Culture Power Distance (PDI) 81 
Individualism (IDV) 30 
Masculinity (MAS) 69 
Uncert. Avoidance (UAI) 82 

 
 

Performance Price – closing date ($) 12,9 
Price – obs. end ($) 10,4 
Price change in period ($) -2,5 
Percent change in period 19,38 % 

 
 

Buyer index Index name Mexico IPC (Bolsa) 
Index – closing date 878,54 
Index – obs. end 1216,47 
Index change in period -337,93 
Percent change in period -38,46 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -57,84 % 
Price v. T. index – period -6,06 % 
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Target 
 
Profile Name CompUSA, Inc. 

Country United States 
Country risk 0 
Industry Retail 
R&D intensity 2 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 1395,07 
Index – obs. end 1209,25 
Index change in period -185,82 
Percent change in period -13,32 % 
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Buyer  British American Tobacco 
   United Kingdom 

Agricultural Production 
Target  Nobleza Piccardo 
   Argentina 
   Wholesale & Distribution 
 
 
Date   June 14th 2000 
Deal size  $33,19m – stake increase from 66% to 96% 
Attitude  Friendly 
Divestment Yes (15,06%) 
 
 
About the deal 
 
BAT calls itself “the world's most international tobacco group, with brands sold in 180 
markets”xxvii.  The company markets brands in a globally consistent manner. 
 
In Argentina, it increased its stake in its manufacturer, marketer and distributor Nobleza 
Piccardo. 
 
 
 
 
 
 
 
 
 

 
 
 

Buyer Target 

Deal 8
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Deal dates Announced  01.04.2000 
Closed 14.06.2000 
Closing time (days) 73 
Observation end 14.06.2005 

 
 
Stake size Before deal 66,00 % 
 Increase 30,00 %xxviii 
 After deal  96,00 %xxix 
 
 
Difference: Power distance 40 
Difference: Individualism 20 
Difference: Masculinity 21 
Difference: Uncert. Avoid. 51 
Cultural distance index 3,75 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Vertical 
 
The Target Company is a supplier to the Buyer Company 
and/or vice versa. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name British American Tobacco 

ISIN GB0002875804 
Country United Kingdom 
Industry Agricultural Production 
Founding year 1902xxx 
Age at transaction 98 
Size at transaction ($m) 13146,28 
International entry 1902xxxi 
International experience 98 
Target country entry 1913xxxii 
Target country experience 87 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 10030,7 
Price – obs. end ($) 32782,9 
Price – divestment 1 ($) 13307,3 
Price change in period ($) 22752,2 
Percent change in period 226,83 % 
Price change to div. 1 ($) 3276,6 
Percent change to div. 1 32,67 % 

 
 

Buyer index Index name FTSE 100 
Index – closing date 9829,27 
Index – obs. end 9702,32 
Index – divestment 1 7344,04 
Index change in period -126,95 
Percent change in period -1,29 % 
Index change to div. 1 -2485,23 
Percent change to div. 1 -25,28 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 228,12 % 
Price v. B. index – div. 1 57,95 % 
Price v. T. index – period 227,57 % 
Price v. T. index – div. 1 82,32 % 
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Target 
 
Profile Name Nobleza Piccardo 

Country Argentina 
Country risk 6 
Industry Wholesale & Distribution 
R&D intensity 2 

 
 

Culture Power Distance (PDI) 49 
Individualism (IDV) 46 
Masculinity (MAS) 56 
Uncert. Avoidance (UAI) 86 

 
 

Target index Index name Argentina Merval 
Index – closing date 502,3 
Index – obs. end 498,58 
Index – divestment 1 252,9 
Index change in period -3,72 
Percent change in period -0,74 % 
Index change to div. 1 -249,4 
Percent change to div. 1 -49,65 % 

 
 
Divestment 
 
Divestment 1 of 1 Divestment profile 9  Page 209 
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Buyer  Harsco Corp 
   United States 

Fabricated Metal Products 
Target  SGB Group Plc 
   United Kingdom 
   Miscellaneous Services 
 
 
Date   June 16th 2000 
Deal size  $139,02m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Harsco Corporation is a diversified, multinational provider of industrial services and 
engineered products.  
 
SGB Group was acquired by Harsco Corporation to become part of the Harsco Access 
Services Group, along with Patent Construction Services of the United States and Hunnebeck 
of Germany. In 2005, Harsco Access Services Group represented 29% of Harsco’s total 
revenuexxxiii. 
 
The acquisition was strategically motivatedxxxiv, extending Harsco Corporation’s range of 
products and services and strengthening its revenue base. 
 
 
 
 
 

 
 Buyer Target 

Deal 9
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Deal dates Announced  16.05.2000 
Closed 16.06.2000 
Closing time (days) 30 
Observation end 16.06.2005 

 
 
Stake size Before deal 0 % 
 Increase 100 % 
 After deal  100 %xxxv 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name Harsco Corp 

ISIN US4158641070 
Country United States 
Industry Fabricated Metal Products 
Founding year 1956 
Age at transaction 44 
Size at transaction ($m) 1110,91 
International entry 1956 
International experience 44 
Target country entry 1956 
Target country experience 44 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 27,8125 
Price – obs. end ($) 59,28 
Price change in period ($) 31,4675 
Percent change in period 113,14 % 

 
 

Buyer index Index name S&P 500 
Index – closing date 1464,46 
Index – obs. end 1210,96 
Index change in period -253,5 
Percent change in period -17,31 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 130,45 % 
Price v. T. index – period 120,32 % 
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Target 
 
Profile Name SGB Group Plc 

Country United Kingdom 
Country risk 0 
Industry Miscellaneous Services 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Target index Index name FTSE 100 
Index – closing date 9888,2 
Index – obs. end 9178,83 
Index change in period -709,37
Percent change in period -7,17 % 
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Buyer  Illinois Tool Works, Inc. 
   United States 

Miscellaneous Manufacturing 
Target  Siddons Ramset Ltd 
   Australia 
   Fabricated Metal Products 
 
 
Date   June 16th 2000 
Deal size  $212,99m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Illinois Tool Works Inc. (ITW) is a manufacturer of highly engineered products and specialty 
systems.  
 
ITW’s acquisition of Siddons Ramset was industrially motivated, extending the company’s 
range of products, and strengthening the company’s position in the Asia Pacific region.xxxvi 
 
 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 10



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 
 

 115

Deal dates Announced  22.12.1999 
Closed 26.jun.2000 
Closing time (days) 184 
Observation end 26.jun.2005 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 %xxxvii 
 
 
Difference: Power distance 4 
Difference: Individualism 1 
Difference: Masculinity 1 
Difference: Uncert. Avoid. 5 
Cultural distance index 0,03 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Illinois Tool Works, Inc. 

ISIN US4523081093 
Country United States 
Industry Miscellaneous Manufacturing 
Founding year 1912xxxviii 
Age at transaction 88 
Size at transaction ($m) 16536,65 
International entry 1980xxxix 
International experience 20 
Target country entry 2000 
Target country experience 0 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 27,4063 
Price – obs. end ($) 40,345 
Price change in period ($) 12,9387 
Percent change in period 47,21 % 

 
 

Buyer index Index name S&P 500 
Index – closing date 1455,31 
Index – obs. end 1191,57 
Index change in period -263,74 
Percent change in period -18,12 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 65,33 % 
Price v. T. index – period -25,54 % 
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Target 
 
Profile Name Siddons Ramset Ltd 

Country Australia 
Country risk 0 
Industry Fabricated Metal Products 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX ALL ORDINARIES 
Index – closing date 1867,8 
Index – obs. end 3226,7 
Index change in period 1358,9 
Percent change in period 72,75 % 
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Buyer  PPL Corp. / Southern Co.  
   United States 

Electric, Gas Water & Sanitary Services 
Target  Hyder Plc 
   United Kingdom 

Electric, Gas Water & Sanitary Services 
 
 
Date   October 26th 2000 
Deal size  $816,74m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment Yes (379,53%)  
 
 
About the deal 
 
PPL Corporation (PPL) is an energy and utility holding company. The Southern Company 
owns several operating public utility companies. 
 
On October 26, 2000 Western Power Distribution Limited, jointly owned by subsidiaries of 
PPL Corporation and the Southern Company, acquired the holding company Hyder Plc, after 
a four month takeover battle against Nomura, a Japanese investment bank. 
 
Hyder was the owner of South Wales Electricity Plc, an electric distribution company serving 
approximately 980,000 customers in Wales. Hyder also owned Welsh Water and other 
service-oriented businesses. xl 
 
 
 
 
 
 

 
Buyer Target 

Deal 11
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Deal dates Announced  31.may.2000 
Closed 26.oct.2000 
Closing time (days) 146 
Observation end 26.oct.2005 

 
 
Stake size Before deal 0,00% 
 Increase 100,00% 
 After deal  100,00%xli 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Unrelated 

 
The industry distance between the Buyer Company and 
the Target Company is high. 
 

Parent-subsidiary relation Conglomerate 
 
The Buyer Company and the Target Company operate in 
essentially unrelated markets. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name PPL Corp. / Southern Co.  

ISIN US69351T1060 
Country United States 
Industry Electric, Gas Water & Sanitary 

Services 
Founding year 1999xlii 
Age at transaction 1 
Size at transaction ($m) 5667,84 
International entry 2000 
International experience 0 
Target country entry 2000xliii 
Target country experience 0 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 19,5937 
Price – obs. end ($) 29,93 
Price – divestment 1 ($) 21,0625 
Price – divestment 2 ($) 19,1875 
Price – divestment 3 ($) 28,3 
Price change in period ($) 10,3363 
Percent change in period 52,75% 
Price change to div. 1 ($) 1,4688 
Percent change to div. 1 7,50 % 
Price change to div. 2 ($) -0,4062 
Percent change to div. 2 -2,07 % 
Price change to div. 3 ($) 8,7063 
Percent change to div. 3 44,43 % 

 
 

Buyer index Index name S&P 500 
Index – closing date 1364,44 
Index – obs. end 1191,38 
Index – divestment 1 1429,4 
Index – divestment 2 1295,86 
Index – divestment 3 1249,44 
Index change in period -173,06 
Percent change in period -12,68% 
Index change to div. 1 64,96 
Percent change to div. 1 4,76 % 
Index change to div. 2 -68,58 
Percent change to div. 2 -5,03 % 
Index change to div. 3 -115 
Percent change to div. 3 -8,43 % 

 
 

Performance 
relative to 

Price v. B. index – period 65,44% 
Price v. B. index – div. 1 2,74 % 
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indices Price v. B. index – div. 2 2,95 % 
Price v. B. index – div. 3 52,86 % 
Price v. T. index – period 49,85% 
Price v. T. index – div. 1 4,62 % 
Price v. T. index – div. 2 -4,21 % 
Price v. T. index – div. 3 52,36 % 
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Target 
 
Profile Name Hyder Plc 

Country United Kingdom 
Country risk 0 
Industry Electric, Gas Water & Sanitary 

Services 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Target index Index name FTSE 100 
Index – closing date 9023,02 
Index – obs. end 9285,11 
Index – divestment 1 9282,34 
Index – divestment 2 9215,78 
Index – divestment 3 8308,02 
Index change in period 262,09 
Percent change in period 2,90% 
Index change to div. 1 259,32 
Percent change to div. 1 2,87 % 
Index change to div. 2 192,76 
Percent change to div. 2 2,14 % 
Index change to div. 3 -715 
Percent change to div. 3 -7,92 % 

 
 
Divestment 
 
Divestment 1 of 3 Divestment profile 10  Page 210 
Divestment 2 of 3 Divestment profile 11  Page 211 
Divestment 3 of 3 Divestment profile 12  Page 212 
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Buyer  Broken Hill Proprietary / Mitsubishi 
   Japan 

Office Equipment & Computer Hardware 
Target  QCT Resources 
   Australia 
   Mining & Minerals 
 
 
Date   January 2nd 2001 
Deal size  $520,7m – stake increase from 0% to 100% 
Attitude  Friendly 
Divestment Yes 
 
 
About the deal 
 
BHP Billiton is the world's largest diversified resources company. Mitsubishi companies are 
Japan's industry leaders in several sectors. 
 
BHP and Mitsubishi’s joint takeover vehicle stated that they were the logical owners of these 
assets and probably brought more synergies to the table than anybody else, and thus could 
create more value. 
 
BHP and Mitsubishi had interests in the two major assets that QCT owned, and the operated 
assets they had were adjacent to the buyers’ assets. So the joint venture had the opportunity to 
integrate QCT’s operated assets and their own, to get a more aligned ownership structurexliv. 
 
 
 
 
 

 
 Buyer Target 

Deal 12
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Deal dates Announced  28.08.2000 
Closed 02.01.2001 
Closing time (days) 124 
Observation end 02.01.2006 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 % 
 
 
Difference: Power distance 18 
Difference: Individualism 44 
Difference: Masculinity 34 
Difference: Uncert. Avoid. 41 
Cultural distance index 3,45 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Broken Hill Proprietary / Mitsubishi 

ISIN JP3898400001 
Country Japan 
Industry Office Equipment & Computer 

Hardware 
Founding year 1870 
Age at transaction 131 
Size at transaction ($m) 11525,05 
International entry 1954 
International experience 47 
Target country entry 1968 
Target country experience 33 

 
 

Culture Power Distance (PDI) 54 
Individualism (IDV) 46 
Masculinity (MAS) 95 
Uncert. Avoidance (UAI) 92 

 
 

Performance Price – closing date ($) 7,35 
Price – obs. end ($) 22,11 
Price – divestment 1 ($) 6,98 
Price – divestment 2 ($) 6,49 
Price – divestment 3 ($) 7,85 
Price change in period ($) 14,76 
Percent change in period 200,82 % 
Price change to div. 1 ($) -0,37 
Percent change to div. 1 -5,03 % 
Price change to div. 2 ($) -0,86 
Percent change to div. 2 -11,70 % 
Price change to div. 3 ($) -0,50 
Percent change to div. 3 -6,80 % 

 
 

Buyer index Index name NIKKEI 500 
Index – closing date 10,68 
Index – obs. end 12,7 
Index – divestment 1 9,64 
Index – divestment 2 7,57 
Index – divestment 3 9,92 
Index change in period 2,02 
Percent change in period 18,91 % 
Index change to div. 1 -1,04 
Percent change to div. 1 -9,74 % 
Index change to div. 2 -3,11 
Percent change to div. 2 -29,12 % 
Index change to div. 3 -0,76 
Percent change to div. 3 -7,12 % 

 
 

Performance 
relative to 

Price v. B. index – period 181,90 % 
Price v. B. index – div. 1 4,70 % 
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indices Price v. B. index – div. 2 17,42 % 
Price v. B. index – div. 3 13,92 % 
Price v. T. index – period 107,71 % 
Price v. T. index – div. 1 -0,98 % 
Price v. T. index – div. 2 -7,85 % 
Price v. T. index – div. 3 -7,90 % 
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Target 
 
Profile Name QCT Resources 

Country Australia 
Country risk 0 
Industry Mining & Minerals 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX All Ordinaries 
Index – closing date 1788,7 
Index – obs. end 3454,1 
Index – divestment 1 1716,2 
Index – divestment 2 1719,9 
Index – divestment 3 1769,1 
Index change in period 1665,4 
Percent change in period 93,11 % 
Index change to div. 1 -72,5 
Percent change to div. 1 -4,05 % 
Index change to div. 2 -68,8 
Percent change to div. 2 -3,85 % 
Index change to div. 3 -19,6 
Percent change to div. 3 -1,10 % 

 
Divestment 
 
Divestment 1 of 3 Divestment profile 13   Page 213 
Divestment 2 of 3 Divestment profile 14   Page 214 
Divestment 3 of 3 Divestment profile 15   Page 215 
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Buyer  Compass Group Plc 
   United Kingdom 

Leisure & Entertainment 
Target  Morrison Management Specialists, Inc. 
   United States 
   Leisure & Entertainment 
 
 
Date   April 6th 2001 
Deal size  $816,74m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Compass Group is a foodservice company providing food, vending and related services for 
customers in their premises in over 90 countries. 
 
The acquisition of Morrison Management Specialists, Inc. was a strategic "back-fill" 
acquisition made by Compass Group in order to strengthen particular sectors of operations. It 
was a part of something called “project puzzle” – filling a hole in a major sector, health care, 
where Compass did not have a presence. xlv 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 13
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Deal dates Announced  06.02.2001 
Closed 06.04.2001 
Closing time (days) 60 
Observation end 06.04.2006 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 % 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name Compass Group Plc 

ISIN GB0005331532 
Country United Kingdom 
Industry Leisure & Entertainment 
Founding year 1941 
Age at transaction 60 
Size at transaction ($m) 16641,3 
International entry 1994 
International experience 7 
Target country entry 2001 
Target country experience 0 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 7,51 
Price – obs. end ($) 4,04 
Price change in period ($) -3,47 
Percent change in period -46,21 % 

 
 

Buyer index Index name FTSE 100  
Index – closing date 5601,46 
Index – obs. end 6045,65 
Index change in period 444,19 
Percent change in period 7,93 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -54,13% 
Price v. T. index – period -62,21% 
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Target 
 
Profile Name Morrison Management Specialists 

Country United States 
Country risk 0 
Industry Leisure & Entertainment 
R&D intensity 2 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 1128,43 
Index – obs. end 1309,04 
Index change in period 180,61 
Percent change in period 16,01 % 
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Buyer  CanArgo Energy Corp. 
   United Kingdom 

Energy Services 
Target  Lateral Vector Resources Inc 
   Canada 
   Oil & Gas 
 
 
Date   July 30th 2001 
Deal size  $2,3m – stake increase from 0% to 100% 
Attitude  Friendly 
Divestment Yes (100%) 
 
 
About the deal 
 
Canargo Energy Corporation operates as an oil and gas exploration and production company, 
and also as a holding company that carries out its activities through subsidiaries and 
associated companies. 
 
The acquisition of Lateral Vector Resources Inc. by CanArgo gave the company the 
opportunity for further expansion in Ukraine through participation in the incremental 
development of the Bugruvativske oilfield in East Ukraine.xlvi 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 14
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Deal dates Announced  08.03.2001 
Closed 30.07.2001 
Closing time (days) 142 
Observation end 30.07.2006 

 
 
Stake size Before deal 0,00 % 
 Increase 100,00 % 
 After deal  100,00 % 
 
 
Difference: Power distance 4 
Difference: Individualism 9 
Difference: Masculinity 14 
Difference: Uncert. Avoid. 13 
Cultural distance index 0,32 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

Multinational strategy Global strategy 
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Buyer 
 
Profile Name CanArgo Energy Corp. 

ISIN US1372251082 
Country United Kingdom 
Industry Energy Services 
Founding year 1971 
Age at transaction 30 
Size at transaction ($m) 35,5 
International entry 1971 
International experience 30 
Target country entry 1971 
Target country experience 30 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 44,2 
Price – obs. end ($) 66,8 
Price – divestment 1 ($) 66,8 
Price change in period ($) 22,6 
Percent change in period 51,13 % 
Price change to div. 1 ($) 22,6 
Percent change to div. 1 51,13 % 

 
 

Buyer index Index name FTSE 100 
Index – closing date 7759,3 
Index – obs. end 10740,7 
Index – divestment 1 8123,44 
Index change in period 2981,4 
Percent change in period 38,42 % 
Index change to div. 1 364,14 
Percent change to div. 1 4,69 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 12,71 % 
Price v. B. index – div. 1 46,44 % 
Price v. T. index – period -64,01 % 
Price v. T. index – div. 1 28,62 % 
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Target 
 
Profile Name Lateral Vector Resources Inc 

Country Canada 
Country risk 0 
Industry Oil & Gas 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 39 
Individualism (IDV) 80 
Masculinity (MAS) 52 
Uncert. Avoidance (UAI) 48 

 
 

Target index Index name S&P/TSX 
Index – closing date 4993,04 
Index – obs. end 10742,29 
Index – divestment 1 6116,8 
Index change in period 5749,25 
Percent change in period 115,15 % 
Index change to div. 1 1123,75 
Percent change to div. 1 -22,51 % 

 
 
Divestment target 
 
Divestment 1 of 1 Divestment profile 16  Page 216 
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Buyer  Barclays Plc 
   United Kingdom 
   Banking & Finance 
 
Target  Banco Barclays e Galicia 
   Brazil 
   Banking & Finance 
 
 
Date   August 6th 2001 
Deal size  $65m – stake increase from 50,1% to 100% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Barclays is a financial services provider engaged in retail and commercial banking, credit 
cards, investment banking, wealth management and investment-management services. 
 
Banco Barclays e Galicia was a joint venture between Brazilian bank Banco de Galicia and 
Barclays Capitalxlvii. Barclays acquired an additional 49.9% of the equity capital of Banco 
Barclays e Galicia, and consolidated the previous associated undertaking, gaining complete 
management control.xlviii 
 
 
 
 
 
 
 
 

 
Buyer Target 

Deal 15



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 
 

 137

 
Deal dates Announced  19.03.2001 

Closed 06.08.2001 
Closing time (days) 137 
Observation end 06.08.2006 

 
 
Stake size Before deal 50,10 % 
 Increase 49,90 % 
 After deal  100,00 % 
 
 
Difference: Power distance 34 
Difference: Individualism 51 
Difference: Masculinity 17 
Difference: Uncert. Avoid. 41 
Cultural distance index 3,99 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Barclays Plc 

ISIN GB0031348658 
Country United Kingdom 
Industry Banking & Finance 
Founding year 1896xlix 
Age at transaction 105 
Size at transaction ($m) 51022,99 
International entry 1925 
International experience 76 
Target country entry 1996l 
Target country experience 5 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 8227,6 
Price – obs. end ($) 11903,9 
Price change in period ($) 3676,3 
Percent change in period 44,68 % 

 
 

Buyer index Index name FTSE 100 
Index – closing date 7841,45 
Index – obs. end 10740,7 
Index change in period 2899,25 
Percent change in period 36,97 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 7,71% 
Price v. T. index – period -146,95% 
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Target 
 
Profile Name Banco Barclays e Galicia 

Country Brazil 
Country risk 5 
Industry Banking & Finance 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 69 
Individualism (IDV) 38 
Masculinity (MAS) 49 
Uncert. Avoidance (UAI) 76 

 
 

Target index Index name Brazil Bovespa 
Index – closing date 5692,62 
Index – obs. end 16601,76 
Index change in period 10909,14 
Percent change in period 191,64 % 
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Buyer  Koninklijke Philips Electronics 
   The Netherlands 

Household Goods 
Target  Philips India 
   India 
   Electronic 
 
 
Date   November 21st 2001 
Deal size  $17m – stake increase from 82,86% to 100% 
Attitude  Friendly 
Divestment Yes (30%) 
 
 
About the deal 
 
Koninklijke Philips Electronics is the parent company of the Philips Group (Philips). The 
Company's activities are focused on the interlocking domains of healthcare, lifestyle and 
technology. 
 
Philips made an open offer to acquire 17.14 percent of the equity in Philips India Ltd., the 
company's consumer electronics manufacturing and marketing subsidiary in India, to get a 
100 percent stake in the Indian company and prepare for the delisting of the company from 
Indian stock exchanges. 
 
Philips was the latest among several multinational companies to try to take full ownership of 
subsidiary companies in India.li 
 
 
 
 

 
 Buyer Target 

Deal 16
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Deal dates Announced  21.11.2001 
Closed 21.11.2001 
Closing time (days) 0 
Observation end 01.06.2006 

 
 
Stake size Before deal 82,86 % 
 Increase 17,14 % 
 After deal  100,00 % 
 
 
Difference: Power distance 39 
Difference: Individualism 32 
Difference: Masculinity 42 
Difference: Uncert. Avoid. 13 
Cultural distance index 3,64 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Koninklijke Philips Electronics 

ISIN NL0000009538 
Country The Netherlands 
Industry Household Goods 
Founding year 1891 
Age at transaction 110 
Size at transaction ($m) 34826,66 
International entry 1891 
International experience 110 
Target country entry 1930 
Target country experience 71 

 
 

Culture Power Distance (PDI) 38 
Individualism (IDV) 80 
Masculinity (MAS) 14 
Uncert. Avoidance (UAI) 53 

 
 

Performance Price – closing date ($) 26,46 
Price – obs. end ($) 31,84 
Price – divestment 1 ($) 18,11 
Price change in period ($) 5,38 
Percent change in period 20,33 % 
Price change to div. 1 ($) -8,35 
Percent change to div. 1 -31,56 % 

 
 

Buyer index Index name AEX 
Index – closing date 436,81 
Index – obs. end 566,04 
Index – divestment 1 340,38 
Index change in period 129,23 
Percent change in period 29,58 % 
Index change to div. 1 -96,43 
Percent change to div. 1 -22,08 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -9,25 % 
Price v. B. index – div. 1 -9,48 % 
Price v. T. index – period -298,83 % 
Price v. T. index – div. 1 -39,13 % 
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Target 
 
Profile Name Philips India 

Country India 
Country risk 3 
Industry Electronics 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 77 
Individualism (IDV) 48 
Masculinity (MAS) 56 
Uncert. Avoidance (UAI) 40 

 
 

Target index Index name India BSE National 500 
Index – closing date 20,72 
Index – obs. end 86,85 
Index – divestment 1 22,29 
Index change in period 66,13 
Percent change in period 319,16 % 
Index change to div. 1 1,57 
Percent change to div. 1 7,58% 

 
 
Divestment 
Divestment 1 of 1 Divestment profile 17  Page 217 
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Buyer  Belgacom SA 
   Belgium 

Communications 
Target  Infosources SA 
   France 
   Communications 
 
 
Date   December 27th 2001 
Deal size  $16m – stake increase from 74,08% to 94,3% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Belgacom is a Belgium-based telecommunications company, which together with its 
subsidiaries forms the Belgacom Group. 
 
Belgacom announced an aggressive move to expand into foreign markets. The first steps were 
the acquisition of the French Internet service provider Infosources and a plan to create a joint 
venture with Deutsche Telekom to bid for a Dutch UMTS mobile license.   
  
Belgacom was looking to combine its Skynet Internet and portal activities with France's 
Infosources to create a platform for international expansion. The combined company would 
have nearly one million Internet subscribers in Belgium, France and Switzerland. lii 
 
 
 
 
 

 
 Buyer Target 

Deal 17
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Deal dates Announced  09.11.2001 
Closed 27.12.2001 
Closing time (days) 48 
Observation end 27.12.2006 

 
 
Stake size Before deal 74,08 % 
 Increase 20,22 %liii 
 After deal  94,30 %liv 
 
 
Difference: Power distance 3 
Difference: Individualism 4 
Difference: Masculinity 11 
Difference: Uncert. Avoid. 8 
Cultural distance index 0,15 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Multinational strategy 
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Buyer 
 
Profile Name Belgacom SA 

ISIN BE0003810273 
Country Belgium 
Industry Communications 
Founding year 1930lv 
Age at transaction 71 
Size at transaction ($m) 11756,18 
International entry 2001lvi 
International experience 0 
Target country entry 2001 
Target country experience 0 

 
 

Culture Power Distance (PDI) 65 
Individualism (IDV) 75 
Masculinity (MAS) 54 
Uncert. Avoidance (UAI) 94 

 
 

Performance Price – closing date ($) 10,3 
Price – obs. end ($) 11,3 
Price change in period ($) 1 
Percent change in period 9,71 % 

 
 

Buyer index Index name Euronext 100 
Index – closing date 704,98 
Index – obs. end 1083,49 
Index change in period 378,51 
Percent change in period 53,69 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -43,98% 
Price v. T. index – period -46,07% 
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Target 
 
Profile Name Infosources SA 

Country France 
Country risk 0 
Industry Communications 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 68 
Individualism (IDV) 71 
Masculinity (MAS) 43 
Uncert. Avoidance (UAI) 86 

 
 

Target index Index name CAC 40 
Index – closing date 4071,07 
Index – obs. end 6341,71 
Index change in period 2270,64 
Percent change in period 55,78 % 
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Buyer  Visma ASA 

   Norway 
Computer Software, Supplies & Services 

Target  Liinos Oyj 
   Finland 

Computer Software, Supplies & Services 
 
 
Date   January 28th 2002 
Deal size  $30,42m – stake increase from 0% to 93,6% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Visma is a Norway-based software developer. The company is operational through two 
principal subsidiaries: Visma Software and Visma Services. 
 
In announcing the acquisition of Liinos, Chief Executive Oystein Moan told a news 
conference that the deal would allow Visma to meet its goal of being present throughout the 
Nordic region, and would offer cross-selling opportunities for both firms. He added that 
Visma remained on the lookout for more acquisitions in the regionlvii. 
 
Liinos is now called Visma Software Oy. No divestments have been made since the 
completion of the deal, according to Ms. Karin Bulow of Visma Investor Relations. 
 
 
 
 
 

 
 Buyer Target 

Deal 18
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Deal dates Announced  10.dec.2001 
Closed 28.jan.2002 
Closing time (days) 48 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0,00% 
 Increase 93,61% 
 After deal  93,61% 
 
 
Difference: Power distance 2 
Difference: Individualism 6 
Difference: Masculinity 18 
Difference: Uncert. Avoid. 9 
Cultural distance index 0,33 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name Visma ASA 

ISIN NO0003054405 
Country Norway 
Industry Computer Software, Supplies & 

Services 
Founding year 1996lviii 
Age at transaction 6 
Size at transaction ($m) 247,26 
International entry 1996 
International experience 6 
Target country entry 2001lix 
Target country experience 1 

 
 

Culture Power Distance (PDI) 31 
Individualism (IDV) 69 
Masculinity (MAS) 8 
Uncert. Avoidance (UAI) 50 

 
 

Performance Price – closing date ($) 14,2 
Price – obs. end ($) 34,3 
Price change in period ($) 20,1 
Percent change in period 141,55% 

 
 

Buyer index Index name OSLO SE OBX 
Index – closing date 15,16 
Index – obs. end 52,68 
Index change in period 37,52 
Percent change in period 247,49% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -105,94% 
Price v. T. index – period 87,15% 
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Target 
 
Profile Name Liinos Oyj 

Country Finland 
Country risk 0 
Industry Computer Software, Supplies & 

Services 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 33 
Individualism (IDV) 63 
Masculinity (MAS) 26 
Uncert. Avoidance (UAI) 59 

 
 

Target index Index name OMX Helsinki 
Index – closing date 7376,62 
Index – obs. end 11389,77 
Index change in period 4013,15 
Percent change in period 54,40% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 
 

 152

Buyer  Paramount Resources Ltd 

   Canada 
Oil & Gas  

Target  Summit Resources Ltd. 
   Australia 

Mining & Minerals 
 
 
Date   June 28th 2002 
Deal size  $151,6m – stake increase from 0% to 97,8% 
Attitude  Friendly 
Divestment Yes (52,98%) 
 
 
About the deal 
 
Paramount Resources is an independent energy company involved in the exploration, 
development, production, processing, transportation and marketing of natural gas and its 
byproducts, and crude oil. 
 
In announcing the deal, Paramount believed Summit assets would complement its own and 
would enable Paramount to achieve a higher rate of growth through improved control of 
assets, infrastructure efficiencies and cost savings. 
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Deal dates Announced  12.may.2002 
Closed 28.jun.2002 
Closing time (days) 46 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0 
 Increase 97.8% 
 After deal  97.8%lx 
 
 
Difference: Power distance 3 
Difference: Individualism 10 
Difference: Masculinity 9 
Difference: Uncert. Avoid. 3 
Cultural distance index 0,14 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 

MNE strategy International strategy 
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Buyer 
 
Profile Name Paramount Resources Ltd 

ISIN CA6993202069 
Country Canada 
Industry Oil & Gas  
Founding year 1978 
Age at transaction 24 
Size at transaction ($m) 586,42 
International entry 1994 
International experience 10 
Target country entry 2000 
Target country experience 2 

 
 

Culture Power Distance (PDI) 39 
Individualism (IDV) 80 
Masculinity (MAS) 52 
Uncert. Avoidance (UAI) 48 

 
 

Performance Price – closing date ($) 1438,3 
Price – obs. end ($) 16413,3 
Price – divestment 1 ($) 1496,2 
Price – divestment 2 ($) 2048,8 
Price change in period ($) 14975 
Percent change in period 1041,16% 
Price change to div. 1 ($) 57,9 
Percent change to div. 1 4,03% 
Price change to div. 2 ($) 610,5 
Percent change to div. 2 42,45% 

 
 

Buyer index Index name S&P/TSX 
Index – closing date 4698,29 
Index – obs. end 10742,29 
Index – divestment 1 4110,21 
Index – divestment 2 6411,93 
Index change in period 6044 
Percent change in period 128,64% 
Index change to div. 1 -588,08 
Percent change to div. 1 -12,52% 
Index change to div. 2 1713,64 
Percent change to div. 2 36,47% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 912,52% 
Price v. B. index – div. 1 16,54% 
Price v. B. index – div. 2 5,97% 
Price v. T. index – period 929,67% 
Price v. T. index – div. 1 9,09% 
Price v. T. index – div. 2 -0,31% 
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Target 
 
Profile Name Summit Resources Ltd. 

Country Australia 
Country risk 0 
Industry Mining & Minerals 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX All Ordinaries 
Index – closing date 1775,8 
Index – obs. end 3755,7 
Index – divestment 1 1685,9 
Index – divestment 2 2535,1 
Index change in period 1979,9 
Percent change in period 111,49% 
Index change to div. 1 -89,9 
Percent change to div. 1 -5,06% 
Index change to div. 2 759,3 
Percent change to div. 2 42,76% 

 
 
Divestment 
 
Divestment 1 of 2 Divestment profile 18  Page 218 
Divestment 2 of 2 Divestment profile 19  Page 219 
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Buyer  Ensign Resource Service Group, Inc 

   Canada 
Energy Services 

Target  Australian Oil & Gas Corp Ltd 
   Australia 

Oil & Gas 
 
 
Date   September 13th 2002 
Deal size  $68,45 – stake increase from 0% to 50% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Ensign Resource Service Group Inc., now Ensign Energy Services, is a provider of oilfield 
services. 
 
On September 13, 2002 Ensign (Australia) Holdings, a wholly-owned subsidiary of Ensign 
Resource Service acquired a 50% stake in Australian Oil & Gas Corporation. The acquisition 
was undertaken due to Ensign Resource Service Group’s lack of an international presence. 
AOG became the International Division of Ensign, and AOG was taken off the Australian 
Stock Exchange. This lead to major board restructurings. 
 
The acquisition gave Ensign Resource Service Group an immediate international presence, 
access to personnel with complementary operational skills and international experience, while 
AOG benefited from more financial backing, access to technology and experience.lxi 
 
 
 

 
 Buyer Target 

Deal 20
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Deal dates Announced  15.mar.2002 
Closed 13.sep.2002 
Closing time (days) 178 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 50% 
 After deal  50% 
 
 
Difference: Power distance 3 
Difference: Individualism 10 
Difference: Masculinity 9 
Difference: Uncert. Avoid. 3 
Cultural distance index 0,14 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name Ensign Resource Service Group, Inc 

ISIN CA2935701078 
Country Canada 
Industry Energy Services 
Founding year 1989 
Age at transaction 13 
Size at transaction ($m) 3568,55 
International entry 2002 
International experience 0 
Target country entry 2002 
Target country experience 0 

 
 

Culture Power Distance (PDI) 39 
Individualism (IDV) 80 
Masculinity (MAS) 52 
Uncert. Avoidance (UAI) 48 

 
 

Performance Price – closing date ($) 4,90 
Price – obs. end ($) 23,53 
Price change in period ($) 18,63 
Percent change in period 380,20% 

 
 

Buyer index Index name S&P/TSX 
Index – closing date 4098,26 
Index – obs. end 10742,29 
Index change in period 6644,03 
Percent change in period 162,12% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 218,09% 
Price v. T. index – period 258,73% 
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Target 
 
Profile Name Australian Oil & Gas Corp Ltd 

Country Australia 
Country risk 0 
Industry Oil & Gas 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX ALL ORDINARIES 
Index – closing date 1695,8 
Index – obs. end 3755,7 
Index change in period 2059,9 
Percent change in period 121,47% 
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Buyer  Escalade, Inc. 
   United States 

Toys & Recreational Products 
Target  Schleicher & Co. International AG 
   Germany 
   Industrial & Farm Equipment & Machinery 
 
 
Date   April 17th 2003 
Deal size  $3,844m – stake increase from 0% to 63,1% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Escalade is engaged in the manufacture and sale of sporting goods and office products. 
 
The company intended to maintain Schleicher's current locations and use the property, plant 
and equipment to manufacture Schleicher's current product line. 
 
Escalade believed the business combination of its Martin Yale-brand and Schleicher would 
have significant synergies and give immediate benefits to both Companies.lxii 
 
 
 
 
 
 
 

 
 
 

Buyer Target 

Deal 21
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Deal dates Announced  30.jan.2003 
Closed 17.apr.2003 
Closing time (days) 77 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 63,1%     
 After deal  63,1% 
 
 
Difference: Power distance 5 
Difference: Individualism 24 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 19 
Cultural distance index 0,61 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Escalade, Inc. 

ISIN US2960561049 
Country United States 
Industry Toys & Recreational Products 
Founding year 1922 
Age at transaction 81 
Size at transaction ($m) 3312,01 
International entry 1989 
International experience 14 
Target country entry 2003 
Target country experience 0 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 601,8 
Price – obs. end ($) 1114,7 
Price change in period ($) 512,9 
Percent change in period 85,23% 

 
 

Buyer index Index name S&P 500 
Index – closing date 893,58 
Index – obs. end 1285,714 
Index change in period 392,134 
Percent change in period 43,88% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 41,34% 
Price v. T. index – period -21,22% 
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Target 
 
Profile Name Schleicher & Co. International AG 

Country Germany 
Country risk 0 
Industry Industrial & Farm Equipment & 

Machinery 
R&D intensity 3 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 67 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 65 

 
 

Target index Index name DAX 200 Average 
Index – closing date 3381,86 
Index – obs. end 6981,79 
Index change in period 3599,93 
Percent change in period 106,45% 
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Buyer  Carnival Corp. 
   United States 

Miscellaneous Services 
Target  P&O Princess Cruises Plc    
    United Kingdom 

Transportation 
 
 
Date   April 22th 2003 
Deal size  $4241,6m – stake increase from 0% to 100% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Carnival Corporation & plc is a global cruise company with a portfolio of leading cruise 
operators in North America, Europe and Australia.lxiii 
 
On April 17, 2003, agreements were finalized to combine Carnival Corporation with P&O 
Princess Cruises Llc, creating a global vacation leader with 12 brands encompassing 66 ships 
and more than 100,000 lower berths, making it one of the largest leisure travel companies in 
the world.lxiv P&O Princes Cruises Plc was the world’s 3rd largest cruise company.lxv 
 
This marked the end of an extraordinary takeover battle between Carnival Corp. and Royal 
Caribbean Cruises Ltdlxvi, and was the undisputed cross-border M&A transaction of 2003.lxvii 
 
 
 
 

 
 
 

Buyer Target 

Deal 22
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Deal dates Announced  13.dec.2001 
Closed 22.apr.2003 
Closing time (days) 489 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 100%     
 After deal  100% 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Carnival Corp 

ISIN PA1436583006 
Country United States 
Industry Transportation  
Founding year 1972 
Age at transaction 31 
Size at transaction ($m) 16153,48 
International entry 1989 
International experience 14 
Target country entry 1998 
Target country experience 5 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 27,52 
Price – obs. end ($) 40,11 
Price change in period ($) 12,59 
Percent change in period 45,75% 

 
 

Buyer index Index name S&P 500 
Index – closing date 911,37 
Index – obs. end 1285,714 
Index change in period 374,344 
Percent change in period 41,07% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 4,67% 
Price v. T. index – period -28,08% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 
 

 167

Target 
 
Profile Name P&O Princess Cruises Plc 

Country United Kingdom 
Country risk 0 
Industry Transportation 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Target index Index name FTSE 100 
Index – closing date 6178,78 
Index – obs. end 10740,7 
Index change in period 4561,92 
Percent change in period 73,83% 
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Buyer  eBay, Inc. 
   United States 

Retail 
Target  Internet Auction Co, Ltd. 
   Republic of Korea 

Retail 
 
 
Date   December 11th 2003 
Deal size  $90,98m – stake increase from 86% to 100% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
eBay provides online marketplaces for the sale of goods and services, online payments 
services and online communication offerings to a diverse community of individuals and 
businesses. 
 
On December 11, 2003 it acquired the remaining shares in South Korea's largest auction Web 
site, opening eBay’s global market place to Internet Auction's community of 2.8 million 
registered users. The acquisition was a strategic move by eBay to strengthen its position in 
Asia, and gave eBay accesses to the 2nd largest market in Asia 
 
The deal was also expected to be “highly profitable” for the company, as Internet Auction 
charges sellers almost three times in commissions what eBay charges.lxviii Internet Auction 
Co, Ltd. was planned used for expanding further into other countries in the Asian region, and 
was delisted in order to allow aggressive and speedy decision making.lxix 
 
 

 
 Buyer Target 

Deal 23
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Deal dates Announced  11.dec.2003 
Closed 11.dec.2003 
Closing time (days) 0 
Observation end 1.jun.2006 

 
 
Stake size Before deal 86,00% 
 Increase 14,00% 
 After deal  100,00% 
 
 
Difference: Power distance 20 
Difference: Individualism 73 
Difference: Masculinity 23 
Difference: Uncert. Avoid. 39 
Cultural distance index 5,01 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name eBay, Inc. 

ISIN US2786421030 
Country United States 
Industry Retail 
Founding year 1995 
Age at transaction 8 
Size at transaction ($m) 37073,13 
International entry 1999 
International experience 4 
Target country entry 2001 
Target country experience 2 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 28,695 
Price – obs. end ($) 33,08 
Price change in period ($) 4,385 
Percent change in period 15,28% 

 
 

Buyer index Index name S&P 500 
Index – closing date 1071,21 
Index – obs. end 1285,714 
Index change in period 214,504 
Percent change in period 20,02% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -4,74% 
Price v. T. index – period -84,72% 
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Target 
 
Profile Name Internet Auction Co, Ltd. 

Country Republic of Korea 
Country risk 0 
Industry Retail 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 60 
Individualism (IDV) 18 
Masculinity (MAS) 39 
Uncert. Avoidance (UAI) 85 

 
 

Target index Index name KOREA SE KOSPI 200 
Index – closing date 0,09 
Index – obs. end 0,18 
Index change in period 0,09 
Percent change in period 100,00% 
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Buyer  Consolidated Water Co. Ltd. 
   United Kingdom 

Electric, Gas Water & Sanitary Services 
Target  Waterfields Co Ltd. 
   Bahamas 

Electric, Gas Water & Sanitary Services 
 
 
Date   January 14th 2004 
Deal size  $4,3m – stake increase from 35,3% to 100% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Consolidated Water uses reverse osmosis technology to produce freshwater from seawater. 
The Company processes and supplies water to its customers in the Cayman Islands, Belize, 
Barbados, The British Virgin Islands and The Commonwealth of The Bahamas. 
 
The Waterfields sea water reverse osmosis plant provides 10,000 cu-m/day (2,640,000 US 
gallon/day) desalinated water to the Water and Sewerage Corporation ("the W&SC") on New 
Providence Island, in the Bahamas. 
 
 
 
 
 
 
 

 
 
 

Buyer Target 

Deal 24
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Deal dates Announced  24.feb.2003 
Closed 14.jan.2004 
Closing time (days) 320 
Observation end 1.jun.2006 

 
 
Stake size Before deal 35,30 % 
 Increase 64,70 % 
 After deal  100,00 % 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name Consolidated Water Co. Ltd. 

ISIN KYG237731073 
Country United Kingdom 
Industry Electric, Gas Water & Sanitary 

Services 
Founding year 1973 
Age at transaction 31 
Size at transaction ($m) 77,51 
International entry 2000 
International experience 4 
Target country entry 2002 
Target country experience 2 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Performance Price – closing date ($) 247,7 
Price – obs. end ($) 728,3 
Price change in period ($) 480,6 
Percent change in period 194,03% 

 
 

Buyer index Index name FTSE 100 
Index – closing date 8201,14 
Index – obs. end 10740,7 
Index change in period 2539,56 
Percent change in period 30,97% 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 163,06% 
Price v. T. index – period 121,69% 
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Target 
 
Profile Name Waterfields Co Ltd 

Country Bahamas 
Country risk 3 
Industry Electric, Gas Water & Sanitary 

Services 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name BISXlxx 
Index – closing date 871,56 
Index – obs. end 1501,97 
Index change in period 630,41 
Percent change in period 72,33% 
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Buyer  Mol Hungarian Oil & Gas Plc 

   Hungary 
Oil & Gas  

Target  Slovnaft a.s. 
   Slovakia 

Oil & Gas  
 
 
Date   March 17th 2004 
Deal size  $9,4m – stake increase from 67,7% to 98,4% 
Attitude  Hostile 
Divestment Yes (0%) 
 
 
About the deal 
 
Mol Hungarian Oil & Gas is a Hungary-based integrated oil and gas company. The 
Company's core activities include the exploration and production of crude oil, natural gas and 
gas products; the refining, storage and transportation of crude oil in both retail and wholesale 
markets, and the importation, transportation, storage and wholesale trading of natural gas and 
other gas products. 
 
On March 17, 2004 the company increased its ownership in Slovakia's largest oil company, 
Slovnaft, to 98.41%. This ended a nearly yearlong dispute which followed a 2003 MOL 
purchase of roughly two-thirds of the shares in Slovnaft. On making this purchase, MOL was 
mandated to offer to buy out the small shareholders.lxxi The acquisition of Slovnaft was a part 
of the industry consolidation in the region, and would lead to the realization of significant 
synergies in production, marketing, retail and finance. When incorporating Slovnaft, the 
ethylene capacity of the MOL group could become the biggest in the region. lxxii 
 
 

 
 Buyer Target 

Deal 25
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Deal dates Announced  3.apr.2003 
Closed 17.mar.2004 
Closing time (days) 344 
Observation end 1.jun.2006 

 
 
Stake size Before deal 67,71% 
 Increase 30,7%lxxiii     
 After deal  98,41%lxxiv 
 
 
Difference: Power distance 11 
Difference: Individualism 22 
Difference: Masculinity 43 
Difference: Uncert. Avoid. 8 
Cultural distance index 1,93 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name Mol Hungarian Oil & Gas Plc 

ISIN HU0000068952 
Country Hungary 
Industry Oil & Gas  
Founding year 1991 
Age at transaction 13 
Size at transaction ($m) 3312,01 
International entry 1994 
International experience 10 
Target country entry 2000 
Target country experience 4 

 
 

Culture Power Distance (PDI) 46 
Individualism (IDV) 80 
Masculinity (MAS) 88 
Uncert. Avoidance (UAI) 82 

 
 

Performance Price – closing date ($) 33,66 
Price – obs. end ($) 106,2 
Price – divestment 1 ($) 67,94 
Price change in period ($) 72,54 
Percent change in period 215,51 % 
Price change to div. 1 ($) 34,28 
Percent change to div. 1 101,84 % 

 
 

Buyer index Index name BUDAPEST (BUX) 
Index – closing date 50,75 
Index – obs. end 105,81 
Index – divestment 1 80,61 
Index change in period 55,06 
Percent change in period 108,49 % 
Index change to div. 1 29,86 
Percent change to div. 1 58,84 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 107,02 % 
Price v. B. index – div. 1 43,00 % 
Price v. T. index – period 76,99 % 
Price v. T. index – div. 1 -1,77 % 
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Target 
 
Profile Name Slovnaft a.s. 

Country Slovakia 
Country risk 3 
Industry Oil & Gas 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 58 
Masculinity (MAS) 45 
Uncert. Avoidance (UAI) 74 

 
 

Target index Index name SLOVAKIASAX 16 
Index – closing date 5,53 
Index – obs. end 13,19 
Index – divestment 1 11,26 
Index change in period 7,66 
Percent change in period 138,52 % 
Index change to div. 1 5,73 
Percent change to div. 1 103,62 % 

 
 
Divestment 
 
Divestment 1 of 1 Divestment profile 20  Page 220 
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Buyer  Danaher Corp. 
   United States 

Industrial & Farm Equipment & Machinery 
Target  Linx Printing Technologies Ltd. 
   United Kingdom 
   Office Equipment & Computer Hardware 
 
 
Date   January 15th 2005 
Deal size  $171m – stake increase from 0% to 97% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Danaher Corporation derives its sales from the design, manufacture and marketing of 
industrial and consumer products. 
 
It acquired Linx Printing Technologies Ltd. in order to broaden the company’s technology. 
The acquisition included Alltec, whose laser technology is used for iPod personalization. The 
acquisition also expanded Danaher Corporation’s presence in both Europe and China.lxxv 
 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 26
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Deal dates Announced  6.oct.2004 
Closed 15.jan.2005 
Closing time (days) 99 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0,00 % 
 Increase 97,00 % 
 After deal  97,00 % 
 
 
Difference: Power distance 5 
Difference: Individualism 2 
Difference: Masculinity 4 
Difference: Uncert. Avoid. 11 
Cultural distance index 0,11 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market 
. 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Danaher Corp. 

ISIN US2358511028 
Country United States 
Industry Industrial & Farm Equipment & 

Machinery 
Founding year 1982lxxvi 
Age at transaction 23 
Size at transaction ($m) 16958,5 
International entry 1995 
International experience 10 
Target country entry 2005 
Target country experience 0 

 
 
Culture Power Distance (PDI) 40

Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 
Performance Price – closing date ($) 54,95 

Price – obs. end ($) 64,96 
Price change in period ($) 10,01 
Percent change in period 18,22%

 
 

Buyer index Index name S&P 500 
Index – closing date 1184,52 
Index – obs. end 1285,714 
Index change in period 101,194 
Percent change in period 8,54 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 9,67 % 
Price v. T. index – period 17,54 % 
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Target 
 
Profile Name Linx Printing Technologies Ltd. 

Country United Kingdom 
Country risk 0 
Industry Office Equipment & Computer 

Hardware 
R&D intensity 4 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Target index Index name FTSE 100 
Index – closing date 5711,03 
Index – obs. end 5749,69 
Index change in period 38,66 
Percent change in period 0,68 % 
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Buyer  Cleveland-Cliffs 
   United States 

Mining & Minerals  
Target  Portman 
   Australia 
   Mining & Minerals 
 
 
Date   April 19th 2005 
Deal size  $423,2m – stake increase from 0% to 80,4% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Cleveland-Cliffs is a producer of iron ore pellets in North America. 
 
It acquired Australia's third-largest iron ore producer Portman Ltd for 423,19. The acquisition 
was made in order to achieve to immediate access to the Chinese and Southeast Asian 
markets.lxxvii 
 
The acquisition represented another significant milestone in Cleveland-Cliffs` long-term 
strategy to seek additional iron ore mine investment opportunities, and to continue their 
transition from primarily a mine management company and mineral holder to an international 
merchant mining company.lxxviii 
 
 
 
 
 

 
 Buyer Target 

Deal 27
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Deal dates Announced  12.jan.2005 
Closed 19.apr.2005 
Closing time (days) 97 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 80,40% 
 After deal  80,40% 
 
 
Difference: Power distance 4 
Difference: Individualism 1 
Difference: Masculinity 1 
Difference: Uncert. Avoid. 5 
Cultural distance index 0,03 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Vertical 
 
The Target Company is a supplier to the Buyer Company 
and/or vice versa. 
 

MNE strategy International strategy 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix: Acquisition and divestment profiles  Stenumgård and Norman 2006 
 

 186

Buyer 
 
Profile Name Cleveland-Cliffs 

ISIN US1858961071 
Country United States 
Industry Mining & Minerals  
Founding year 1847lxxix 
Age at transaction 155 
Size at transaction ($m) 1404,13 
International entry 1956lxxx 
International experience 46 
Target country entry 1956 
Target country experience 46 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Performance Price – closing date ($) 1124,3 
Price – obs. end ($) 1284,3 
Price change in period ($) 160 
Percent change in period 14,23 % 

 
 

Buyer index Index name S&P 500 
Index – closing date 1152,78 
Index – obs. end 1285,714 
Index change in period 132,934 
Percent change in period 11,53 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 2,70 % 
Price v. T. index – period -8,08 % 
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Target 
 
Profile Name Portman 

Country Australia 
Country risk 0 
Industry Mining & Minerals 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 36 
Individualism (IDV) 90 
Masculinity (MAS) 61 
Uncert. Avoidance (UAI) 51 

 
 

Target index Index name ASX All Ordinaries 
Index – closing date 3070,5 
Index – obs. end 3755,7 
Index change in period 685,2 
Percent change in period 22,32 % 
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Buyer  Total SA 
   France 

Energy Services 
Target  Deer Creek Energy Ltd. 
   Canada 
   Stone, Clay & Glass 
 
 
Date   December 12th 2005 
Deal size  $1288,3m – stake increase from 0% to 100% 
Attitude  Friendly 
Divestment No 
 
 
About the deal 
 
Total is an integrated oil and gas company. 
 
The completion of the acquisition of Deer Creek was a further step in Total’s expansion of its 
heavy oil portfolio in Canada, complementing Total Canada’s 50% working interest in the 
Surmont SAGD project.lxxxi 
 
 
 
 
 
 
 
 
 
 

 
 Buyer Target 

Deal 28
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Deal dates Announced  2.aug.2005 
Closed 12.12.2005 
Closing time (days) 130 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 100% 
 After deal  100% 
 
 
Difference: Power distance 29 
Difference: Individualism 9 
Difference: Masculinity 9 
Difference: Uncert. Avoid. 38 
Cultural distance index 1,82 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Total SA 

ISIN FR0000120271  
Country France 
Industry Energy Services 
Founding year 1924lxxxii 
Age at transaction 81 
Size at transaction ($m) 157270,2 
International entry 1927 
International experience 78 
Target country entry 1954lxxxiii 
Target country experience 51 

 
 

Culture Power Distance (PDI) 68 
Individualism (IDV) 71 
Masculinity (MAS) 43 
Uncert. Avoidance (UAI) 86 

 
 

Performance Price – closing date ($) 3452,6 
Price – obs. end ($) 3574,7 
Price change in period ($) 122,1 
Percent change in period 3,54 % 

 
 

Buyer index Index name France CAC 40 
Index – closing date 5586,08 
Index – obs. end 6341,71 
Index change in period 755,63 
Percent change in period 13,53 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period -9,99 % 
Price v. T. index – period -8,03 % 
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Target 
 
Profile Name Deer Creek Energy Ltd. 

Country Canada 
Country risk 0 
Industry Stone, Clay & Glass 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 39 
Individualism (IDV) 80 
Masculinity (MAS) 52 
Uncert. Avoidance (UAI) 48 

 
 

Target index Index name S&P/TSX 
Index – closing date 9628,86 
Index – obs. end 10742,29 
Index change in period 1113,43 
Percent change in period 11,56 % 
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Buyer  First Quantum Minerals Ltd. 
   Canada 

Mining & Minerals 
Target  Adastra Minerals, Inc. 
   United Kingdom 
   Mining & Minerals 
 
 
Date   April 11th 2006 
Deal size  $114,85 – stake increase from 0% to 71% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
First Quantum is engaged in the production of copper, gold and acid and related activities 
including exploration, development and processing 
 
On April 11, 2006 it bought Adastra Minerals, Inc, a UK mining company with its focus on 
Central Africa. lxxxiv 
 
The deal went through due to First Quantum Minerals Ltd. being able to offer the 
shareholders of Adastra Minerals, Inc the opportunity to reduce risk through its diversified 
portfolio of operating assets and development projects. Further, value could be enhanced 
through First Quantum Minerals Ltd`s proven strengths and capabilities in mine development 
applied to Adastra Minerals Inc`s project portfolio. First Quantum Minerals Ltd`s financial 
strength, and operating and development expertise could also allow optimal development of 
the Kolwezi project.lxxxv 
 
 
 

 
Buyer Target 

Deal 29
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Deal dates Announced  18.jan.2006 
Closed 11.apr.2006lxxxvi 
Closing time (days) 83 
Observation end 1.jun.2006 

 
 
Stake size Before deal 0% 
 Increase 71% 
 After deal  71%lxxxvii 
 
 
Difference: Power distance 4 
Difference: Individualism 9 
Difference: Masculinity 14 
Difference: Uncert. Avoid. 13 
Cultural distance index 0,32 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy International strategy 
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Buyer 
 
Profile Name First Quantum Minerals Ltd. 

ISIN CA3359341052 
Country Canada 
Industry Mining & Minerals 
Founding year 1996lxxxviii 
Age at transaction 10 
Size at transaction ($m) 2557,05 
International entry 1996 
International experience 10 
Target country entry 1996 
Target country experience 10 

 
 

Culture Power Distance (PDI) 39 
Individualism (IDV) 80 
Masculinity (MAS) 52 
Uncert. Avoidance (UAI) 48 

 
 

Performance Price – closing date ($) 41,34 
Price – obs. end ($) 48,33 
Price change in period ($) 6,99 
Percent change in period 16,91 % 

 
 

Buyer index Index name S&P/TSX 
Index – closing date 10643,02 
Index – obs. end 10742,29 
Index change in period 99,27 
Percent change in period 0,93 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 15,98 % 
Price v. T. index – period 14,72 % 
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Target 
 
Profile Name Adastra Minerals, Inc. 

Country United Kingdom 
Country risk 0 
Industry Mining & Minerals 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 35 
Individualism (IDV) 89 
Masculinity (MAS) 66 
Uncert. Avoidance (UAI) 35 

 
 

Target index Index name FTSE 100 
Index – closing date 10511,1 
Index – obs. end 10740,7 
Index change in period 229,6 
Percent change in period 2,18 % 
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Buyer  Lafarge SA 
   France 
   Stone, Clay & Glass 
Target  Lafarge North America, Inc. 
   United States 
   Stone, Clay & Glass 
 
 
Date   May 16th 2006 
Deal size  $2518m – stake increase from 46% to 92% 
Attitude  Hostile 
Divestment No 
 
 
About the deal 
 
Lafarge is a company that manufactures cement and other construction materials 
internationally with operations in France, North America and South America. 
 
Through this acquisition, it increased its control of its North American subsidiary from a 
minority stake to near complete control. Lafarge requested the shares of Lafarge North 
America be delisted from the New York and Toronto stock exchanges.lxxxix 
 
 
 
 
 
 
 

 
 
 
 

Buyer Target 

Deal 30
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Deal dates Announced  06.feb.2006 
Closed 16.may.2006 
Closing time (days) 100 
Observation end 1.jun.2006 

 
 
Stake size Before deal 45,57 % 
 Increase 46,80 % 
 After deal  92,37 % 
 
 
Difference: Power distance 28 
Difference: Individualism 20 
Difference: Masculinity 19 
Difference: Uncert. Avoid. 40 
Cultural distance index 2,28 
 
 
Industry distance Related 

 
The industry distance between the Buyer Company and 
the Target Company is low. 
 

Parent-subsidiary relation Horizontal 
 
The Buyer Company and the Target Company operate in 
essentially the same market. 
 

MNE strategy Global strategy 
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Buyer 
 
Profile Name Lafarge SA 

ISIN FR0000120537  
Country France 
Industry Stone, Clay & Glass 
Founding year 1833xc 
Age at transaction 173 
Size at transaction ($m) 21818,67 
International entry 1864xci 
International experience 142 
Target country entry 1956xcii 
Target country experience 50 

 
 

Culture Power Distance (PDI) 68 
Individualism (IDV) 71 
Masculinity (MAS) 43 
Uncert. Avoidance (UAI) 86 

 
 

Performance Price – closing date ($) 123,98 
Price – obs. end ($) 121,39 
Price change in period ($) -2,59 
Percent change in period -2,09 % 

 
 

Buyer index Index name CAC 40 
Index – closing date 6528,79 
Index – obs. end 6341,71 
Index change in period -187,08 
Percent change in period -2,87 % 

 
 

Performance 
relative to 
indices 

Price v. B. index – period 0,78 % 
Price v. T. index – period -1,60 % 
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Target 
 
Profile Name Lafarge North America Inc. 

Country United States 
Country risk 0 
Industry Stone, Clay & Glass 
R&D intensity 1 

 
 

Culture Power Distance (PDI) 40 
Individualism (IDV) 91 
Masculinity (MAS) 62 
Uncert. Avoidance (UAI) 46 

 
 

Target index Index name S&P 500 
Index – closing date 1292,081 
Index – obs. end 1285,714 
Index change in period -6,367 
Percent change in period -0,49 % 
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Divestment profiles 
Buyer    Target    Year Attitude Pg. 

1. Luxottica Group  US Shoe   1995 Hostile  201 
2. Ingersoll-Rand  Clark Equipment  1995 Hostile  202 
3. Hyundai    Maxtor    1996 Hostile  203 
4. Ecolab    Gibson Chemical  1998 Hostile  204 
5. Ecolab    Gibson Chemical  1998 Hostile  205 
 
6. Ecolab    Gibson Chemical  1998 Hostile  206 
7. Grupo México  Asarco    1999 Friendly 207 
8. Grupo México  Asarco    1999 Friendly 208 
9. British American Tobacco Nobleza Piccardo  2000 Friendly 209 
10. PPL Corp / Southern Co. Hyder    2000 Hostile  210 
 
11. PPL Corp / Southern Co. Hyder    2000 Hostile  211 
12. PPL Corp / Southern Co. Hyder    2000 Hostile  212 
13. BHP / Mitsubishi  QCT Resources  2001 Friendly 213 
14. BHP / Mitsubishi  QCT Resources  2001 Friendly 214 
15. BHP / Mitsubishi  QCT Resources  2001 Friendly 215 
 
16. CanArgo Energy  Lateral Vector Resources 2001 Friendly 216 
17. Koninklijke Philips  Philips India   2001 Friendly 217 
18. Paramount Resources  Summit Resources  2002 Friendly 218 
19. Paramount Resources  Summit Resources  2002 Friendly 219 
20. Mol Hungarian Oil & Gas Slovnaft   2004 Hostile  220 
 
 
 
 
 
 
 
 



 

 

Divestment 1: Luxottica Group – US Shoe Corp 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.06.1995 Deal number: 1 Closed year: 1995 Deal size: $ 1298m 
Buyer Luxottica Group SpA Target US Shoe Corp. 

Italy United States 
Drugs, Medical Supplies & Equipment Retail 

About the deal: 
Luxottica Group is the world’s leading designer, manufacturer and distributor of prescription frames and sunglasses in the premium and luxury segments. In 
this deal, Luxottica bought US Shoes Corp`s optical retailing division, which included Lens Crafters, the world's largest optical chain in terms of sales, and a 
woman’s apparel division. According to management, the acquisition of LensCrafter resulted in a reinforcement of Luxottica, perfectly in line with the high-
quality manufacturing process and product range that they said characterized the company.
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the manufacturing of woman’s 

apparel and the optical retail chain, not being R&D 
intensive. 

Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 1345 
Economic 
performance 

The economic performance is 12,20% from closing till 
divestment, however, relative to buyer index it is 19,64% 
 

Value (%) 103,65 

Growth Market growth is 9,38 % from closing to divestment. Full/ partial Partial 

Cultural distance Cultural distance is 0,80, and hence in the higher range of 
the data sample. 

Stock/ asset Asset 

Acquisition A 100% stake was acquired. No acquisition related issues 
observed after the deal was closed. 
 

Sale/ closure Sale 

Deal attitude Hostile deal attitude. No deal attitude related issues were 
observed.  

Divestment time 
(days) 

30 

International exp. Buyer has 14 years of international experience, and  
13 years of target country experience. 

About the divestment: 
The woman’s apparel division of US Shoe was sold to Casual Corner 
Group, a company controlled by La Leonardo Finanziaria, which is owned 
by the Del Vecchio clan that is also behind Luxotticaxciii. The terms of the 
agreement were not disclosed, however Luxottica did reveal that the 
division had 1994 sales of about $1.15 billion.  US Shoe sold off its 
Footwear group to Nine West Group on March 15th 1995, when it became 
aware of the hostile bid. Before the acquisition by Luxottica, both this 
division and the woman’s apparel division had suffered from poor 
performance.  

Unrelated 
subsidiary 

The LensCrafter division is related, however, the 
woman’s apparel division was not.  

Conglomerate 
parent 

Vertical parent-subsidiary relationship, due to a 
manufacturer buying a retail chain. 

MNE strategy Global strategy 



 

 

Divestment 2: Ingersoll-Rand – Clark Equipment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.02.1997 Deal number: 2 Closed year: 1995 Deal size: $ 1500m 
Buyer Ingersoll-Rand Co. Ltd Target Clark Equipment Co. 

Bermuda United States 
Industrial & Farm Equipment & Machinery Industrial & Farm Equipment & Machinery 

About the deal: 
Ingersoll-Rand is a provider of climate control, industrial, compact vehicle, construction and security products. Industry experts believed the two companies 
would complement each other. For example, they estimated that the purchase of Clark would give Ingersoll a strong presence in the market for small and 
medium-sized construction machines, such as those used to build and repair roads. Ingersoll had made several smaller acquisitions recently. 
Factors Divestment anatomy 
R&D intensity R&D intensity 3, due to manufacturing of complex 

products. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 265,7 
Economic 
performance 

Economic performance is  3,54 % from closing till 
divestment, however, relative to buyer index it’s -23,12% 

Value (%) 17,71 % 

Growth Market growth is 51,6 % from closing to divestment. Full/ partial Partial 

Cultural distance Cultural distance is 0,11, and hence in the lower range of 
the data sample. However, this might be deceptive, since 
buyer is registered in Bermuda, but operations are located 
in the U.S. We have used UK data to estimate. 

Stock/ asset Asset 

Acquisition A 100% stake was acquired, and no acquisition problems 
were observed after closing. 

Sale/ closure Sale 

Deal attitude Hostile deal attitude. No attitude related issues registered. Divestment time 
(days) 

614 

International exp. Buyer has 32 years of international experience, and  
30 years of target country experience. Might be deceptive 
for the same reason as mentioned under cultural distance. 

About the divestment: 
Clark-Hurth Components Group was sold because of low performance 
relative to company averagexciv,xcv. 

Unrelated 
subsidiary 

Related, due to buyer and target operating in the same 
industry. 

Conglomerate 
parent 

Horizontal since target is acquired in order to establish 
presence in a new market segment. 
 
 

MNE strategy Multinational strategy 



 

 

Divestment 3: Hyundai Corp. – Maxtor Corp. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.06.1998xcvi Deal number: 3 Closed year: 1996 Deal size:  $ 354m 
Buyer Hyundai Corp. Target Maxtor Corp. 

South Korea United States 
Autos & Trucks Office Equipment & Computer Hardware 

About the deal: 
In January 1996, Hyundai Corporation acquired 100 % of the outstanding shares of Maxtor Corporation in a hostile acquisition, and established it as a 
subsidiary. A joint statement issued by Y.H. Kim, HEA's chief executive officer and C.S. Park, Maxtor's chief executive officer, after the closing of the deal, 
stated that “Hyundai is committed to Maxtor's success and together Hyundai and Maxtor look forward to building the company into a position of industry 
leadership.” 
Factors Divestment anatomy 
R&D intensity R&D intensity 4, due to Maxtor being a manufacturer of 

hard drives.  
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 100 
Economic 
performance 

Economic performance is -80,00 % from closing till 
divestment, however, relative to buyer index it is  
3,33 % This must be seen in relation to the Asia crisis. 
 

Value (%) 28,25 % 
 

Growth Market growth is 74,15  % from closing to divestment. Full/ partial Partial 

Cultural distance Cultural distance is 5,01, which is in the highest range of 
the sample. 

Stock/ asset Stock 

Acquisition Buyer increased its stake from 40 % to 100 %. No 
particular acquisition related issues observed.  
 

Sale/ closure Sale 

Deal attitude Hostile deal attitude. Observations indicate that the deal 
attitude created little tension or conflicts. 

Divestment time 
(days) 

877 
 

International exp. Buyer has long international experience (18 years). 
Target country experience is 15 years. 

About the divestment: 
June 1998, Hyundai Corporation reduced its ownership to 48 % through an 
initial public offering (IPO) of shares representing about 52 % of Maxtor. 
Analysts speculated that with Korea being hit the hardest initially from the 
Asian Crisis, Hyundai turned to selling off its subsidiaries to generate 
cashxcvii. 
 

Unrelated 
subsidiary 

Related, due to the acquirer being Hyundai Electronics 
America, which is operating in the same line of industry. 

Conglomerate 
parent 

Horizontal relationship, since buyer and target produces 
similar products in the same industry. 
 

MNE strategy Global strategy 



 

 

Divestment 4: Ecolab Inc. – Gibson Chemical Industries Ltd. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

16.06.1998 Deal number: 4 Closed year: 1997 Deal size: $127,02m 
Buyer Ecolab Inc.  Target Gibson Chemical Industries Ltd 

United States Australia 
Household Goods Household Goods 

About the deal: 
Ecolab Inc. (Ecolab) develops and markets products and services for the hospitality, foodservice, healthcare and industrial markets. It made the acquisition of 
Gibson Chemical with the objective of leveraging its presence in the Asia Pacific Regionxcviii and increasing the scope of products and services offered. This 
was in line with the Ecolab´s Circle the Customer - Circle the Globe strategy. A further factor influencing Ecolab's take-over offer was its view that there was 
scope for significant improvements in efficiency and reduction of costs to result from the integration of businesses 
Factors Divestment anatomy 
R&D intensity R&D intensity 3, due to manufacturing and delivery of 

advanced products and services. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 10 
Economic 
performance 

Economic performance is 14,65 %, while performance 
relative to buyer index is -1,15 %. This indicates weak 
performance.  

Value (% 7,87 % 

Growth Market growth is -8,05 % from closing to divestment. Full/ partial Partial 

Cultural distance Cultural distance is 0,03, which is in the lowest range of 
the sample. 

Stock/ asset Asset 

Acquisition Buyer did not previously hold any stake. Bought a 100 % 
stake. 

Sale/ closure Sale 
 

Deal attitude Hostile deal attitude.  No attitude related issues observed. Divestment time 
(days) 

154 

International exp. Buyer has long international experience (42 years), but 
no target country experience. 

About the divestment: 
Maxwell Chemicals was sold in 1998 to Oricaxcix.  
 Unrelated 

subsidiary 
Related, due to buyer and target operating in the same 
industry. 

Conglomerate 
parent 

Horizontal, seeking tight integration with improved 
efficiency and cost-reduction. 
 
 

MNE strategy Multinational strategy 



 

 

Divestment 5: Ecolab Inc. – Gibson Chemical Industries Ltd. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

16.06.1998 Deal number: 4 Closed year: 1997 Deal size: $127,02m 
Buyer Ecolab Inc.  Target Gibson Chemical Industries Ltd 

United States Australia 
Household Goods Household Goods 

About the deal: 
Ecolab Inc. (Ecolab) develops and markets products and services for the hospitality, foodservice, healthcare and industrial markets. It made the acquisition of 
Gibson Chemical with the objective of leveraging its presence in the Asia Pacific Regionc and increasing the scope of products and services offered. This was 
in line with the Ecolab´s Circle the Customer - Circle the Globe strategy. A further factor influencing Ecolab's take-over offer was its view that there was scope 
for significant improvements in efficiency and reduction of costs to result from the integration of businesses 
Factors Divestment anatomy 
R&D intensity R&D intensity 3, due to manufacturing and delivery of 

advanced products and services. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 15 
 

Economic 
performance 

Economic performance is 14,65 %, while performance 
relative to buyer index is 1,15 %. This indicates low 
performance. 

Value (% 11,81 % 

Growth Market growth is -8,05 % from closing to divestment. Full/ partial Partial 

Cultural distance Cultural distance is 0,03, which is in the lowest range of 
the sample. 

Stock/ asset Asset 

Acquisition Buyer did not previously hold any stake. Bought 100%. Sale/ closure Sale 
 

Deal attitude Hostile deal attitude. No attitude related issues observed. Divestment time 
(days) 

154 

International exp. Buyer has long international experience (42 years), but 
no target country experience. 

About the divestment: 
Ecolab divested parts of Gibson, including the Gibson retail unit, Maxwell 
Retail Group, and Maxwell Automotive. The parts of Gibson were divested 
because they were not complementary to Ecolab´s existing operationsci. 

Unrelated 
subsidiary 

Related, due to buyer and target operating in the same 
industry. 

Conglomerate 
parent 

Horizontal, seeking tight integration with improved 
efficiency and cost-reduction. 
 
 

MNE strategy Multinational strategy 



 

 

Divestment 6: Ecolab Inc. – Gibson Chemical Industries Ltd. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

10.10.1998 Deal number: 4 Closed year: 1997 Deal size: $ 127,02m 
Buyer Ecolab Inc.  Target Gibson Chemical Industries Ltd 

United States Australia 
Household Goods Household Goods 

About the deal: 
Ecolab Inc. (Ecolab) develops and markets products and services for the hospitality, foodservice, healthcare and industrial markets. It made the acquisition of 
Gibson Chemical with the objective of leveraging its presence in the Asia Pacific Regioncii and increasing the scope of products and services offered. This was 
in line with the Ecolab´s Circle the Customer - Circle the Globe strategy. A further factor influencing Ecolab's take-over offer was its view that there was scope 
for significant improvements in efficiency and reduction of costs to result from the integration of businesses 
Factors Divestment anatomy 
R&D intensity R&D intensity 3, due to manufacturing and delivery of 

advanced products and services. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 10 
 

Economic 
performance 

Buyer performance from closing to divestment is  
6,57 %, while performance relative to buyer index is  
0,35 %, indicating weak performance.  

Value (% 7,87 % 

Growth Market growth is negative from closing to divestment is 
(6,24 %) 
 

Full/ partial Partial 

Cultural distance Cultural distance is 0,03 which is in the lowest range of 
the sample. 

Stock/ asset Asset 

Acquisition Buyer did not previously hold any stake. Bought 100%. Sale/ closure Sale 
 

Deal attitude Hostile deal attitude. No attitude related issues observed. Divestment time 
(days) 

268 

International exp. Buyer has long international experience (42 years), but 
no target country experience. 

About the divestment: 
Ecolab sold the Peterson Chemicals Adhesives business to a New Zealand 
subsidiary of H. B. Fuller Company of St. Paul, Minnesota. The product 
lines sold included hot melts and polymers.ciii 

Unrelated 
subsidiary 

Related, due to buyer and target operating in the same 
industry. 

Conglomerate 
parent 

Horizontal, seeking tight integration with improved 
efficiency and cost-reduction. 
 

MNE strategy Multinational strategy 



 

 

Divestment 7: Grupo Mexico - Asarco 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

15.03.2000  Deal number: 6 Closed year: 1999 Deal size: $ 1072,51m 
Buyer Grupo México SA de CV Target Asarco, Inc 

Mexico United States 
Mining & Minerals Chemicals, Paints & Coatings 

About the deal: 
Grupo Mexico is a Mexico-based company, engaged in mining and transportation operations. After acquiring all of the outstanding common stock of Asarco 
Incorporated, Grupo Mexico became the second largest copper company in terms of copper reserves, the third largest producer of copper and fourth largest 
producer of silver in the world.  
Factors Divestment anatomy 
R&D intensity R&D intensity is low (1). 

 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 503 
Economic 
performance 

Economic performance from closing to divestment is 
21,92 %, while performance relative to buyer index is  
-9,00 %, indicating low performance.  

Value (% 46,9 

Growth Market growth from closing to divestment is low 
 (3,99 %).  
 

Full/ partial Partial 

Cultural distance Cultural distance is 4,77, which is in the highest range of 
the sample. 

Stock/ asset Asset 

Acquisition Buyer did not previously have any ownership. All 
outstanding shares were bought (100%) 

Sale/ closure Sale 

Deal attitude Friendly deal. No particular issues observed. Divestment time 
(days) 

120 

International exp. Buyer does not have any international experience (0). About the divestment: 
Asarco sold its specialty chemicals division, Enthone. The proceeds from 
the sale were to pay for Grupo Mexico’s buyout of Asarcociv. Unrelated 

subsidiary 
Related, due to operating in the same industry. 

Conglomerate 
parent 

Horizontal, since the acquisition was undertaken to 
increase market share. 
 

MNE strategy International strategy 



 

 

Divestment 8: Grupo Mexico - Asarco 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

15.06.2000 Deal number: 6 Closed year: 1999 Deal size: $ 1072,51m 
Buyer Grupo México SA de CV Target Asarco, Inc 

Mexico United States 
Mining & Minerals Chemicals, Paints & Coatings 

About the deal: 
Grupo Mexico is a Mexico-based company, engaged in mining and transportation operations. After acquiring all of the outstanding common stock of Asarco 
Incorporated, Grupo Mexico became the second largest copper company in terms of copper reserves, the third largest producer of copper and fourth largest 
producer of silver in the world.  
Factors Divestment anatomy 
R&D intensity R&D intensity is low (1). 

 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 210 
Economic 
performance 

Economic performance from closing to divestment is  
-15,02 %, while performance relative to buyer index is  
-17,05 % indicating low performance 

Value (% 19,67 

Growth Market growth from closing to divestment is low 
(5,78 %).  
 

Full/ partial Partial 

Cultural distance Cultural distance is 4,77, which is in the highest range of 
the sample. 

Stock/ asset Asset 

Acquisition Buyer did not previously have any ownership. All 
outstanding shares were bought (100%) 

Sale/ closure Sale 

Deal attitude Friendly deal. No particular issues observed. Divestment time 
(days) 

210 

International exp. Buyer does not have any international experience (0). About the divestment: 
Asarco sold its aggregates division, American Limestone, for $211 million. 
The proceeds from the sale were used to pay for Grupo Mexico’s buyout of 
Asarco. 
 
This and the previous divestment in the same deal have have been 
described as “six years of pillage” leaving Asarco as “a depleted, denuded 
vestige of a once vibrant, century old-mining enterprise”cv 

Unrelated 
subsidiary 

Related, due to operating in the same industry. 

Conglomerate 
parent 
 

Horizontal, since the acquisition was undertaken to 
increase market share. 
 

MNE strategy International strategy 



 

 

Divestment 9: British American Tobacco – Nobleza Piccardo 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

15.12.2001 Deal number: 8 Closed year: 2000 Deal size: $33,19m 
Buyer British American Tobacco Target Nobleza Piccardo 

United Kingdom Argentina 
Agricultural Production Wholesale & Distribution 

About the deal: 
BAT calls itself “the world's most international tobacco group, with brands sold in 180 markets”.  The company markets brands in a globally consistent manner. 
In Argentina, it increased its stake in its manufacturer, marketer and distributor Nobleza Piccardo. 
Factors Divestment anatomy 
R&D intensity R&D intensity 2, due to less complex operations. 

 
Forced/ 
deliberate 

Deliberate 

Country risk Target country risk is very high (6). The highest observed 
risk in the sample. This might be reduced by high 
international and target country experience. 

Value ($m) 5 

Economic 
performance 

Performance from closing to divestment is high 
32,67 %, and performance relative to buyer index 
indicates that it might be even higher (57,95%) 
 

Value (% 15,06 

Growth Market growth is very weak (-49,65 %) Full/ partial Partial 

Cultural distance Cultural distance is 3,75, which is in the highest range in 
the sample. This might be reduced by high international 
and target country experience. 

Stock/ asset Asset 

Acquisition The buyer increased its stake from previously 66% to 
100%. 

Sale/ closure Sale 

Deal attitude The deal was friendly. No issues related to deal attitude 
were observed. 

Divestment time 
(days) 

501 

International exp. Buyer has 98 year of international experience, and 35 
years of target country experience. 

About the divestment: 
Nobleza Piccardo sold its leaf purchasing and processing operationcvi to 
Standard in order toorientate the activity of the company solely to what 
constitutes its specific business: the manufacture and marketing of 
cigarettescvii. Standard agreed to hire most of the employees that Nobleza 
laid off because of the sale. 

Unrelated 
subsidiary 

Related, since buyer and target is operating in the same 
industry. 

Conglomerate 
parent 
 

Vertical, since the target company is a supplier to the 
Buyer Company and/or vice versa. 
 

MNE strategy International strategy 



 

 

Divestment 10: PPL Corp. / Southern Co. – Hyder 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

29.10.2000 Deal number: 11 Closed year: 2000 Deal size: $816,74m 
Buyer PPL Corp. / The Southern Company Target Hyder Plc. 

United States United Kingdom 
Electric, Gas Water & Sanitary Services Electric, Gas Water & Sanitary 

Services 
About the deal: 
On October 26, 2000 Western Power Distribution Limited, jointly owned by subsidiaries of PPL Corporation and the Southern Company, acquired the holding 
company Hyder Plc, the owner of South Wales Electricity Plc, an electric distribution company serving approximately 980,000 customers in Wales. Hyder also 
owned Welsh Water and other service-oriented businesses. The deal was a finalist for Financial Times Energy’s "Successful Investment Decision of the Year". 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

utilities. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 145,59 

Economic 
performance 

Economic performance is 7,5 % growth since closing 
date at the time of this divestment. However, relative to 
buyer index, the performance is only 2,74%. 

Value (%) 17,83  

Growth The target market is up 2,87 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 0,11, in the lowest range in our study. 
 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of PPL and Southern Co.  

Sale/closure Sale 

Deal attitude The acquisition of Hyder was hostile, and came after a 
four month takeover battle against Nomura, a Japanese 
investment bank. 
 

Divestment time 
(days) 

3 

International exp. This deal marks the buyer’s first international expansion. 
 

About the divestment: 
On November 29, 2000, Hyder Business Services (HBS) was sold off to the 
Japanese Bank Nomura for £100m. This was an engineering consultancy 
firm. Nomura was part of the takeover battle for Hyder Plc.cviii 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Conglomerate, because Hyder in addition to being a 
utility firm also has a range of businesses in other areas. 

MNE strategy Multinational strategy 



 

 

Divestment 11: PPL Corp. / Southern Co. – Hyder 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

08.01.2001 Deal number: 11 Closed year: 2000 Deal size: $816,74m 
Buyer PPL Corp. / The Southern Company Target Hyder Plc. 

United States United Kingdom 
Electric, Gas Water & Sanitary Services Electric, Gas Water & Sanitary 

Services 
About the deal: 
On October 26, 2000 Western Power Distribution Limited, jointly owned by subsidiaries of PPL Corporation and the Southern Company, acquired the holding 
company Hyder Plc, the owner of South Wales Electricity Plc, an electric distribution company serving approximately 980,000 customers in Wales. Hyder also 
owned Welsh Water and other service-oriented businesses. The deal was a finalist for Financial Times Energy’s "Successful Investment Decision of the Year". 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

utilities. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 145,59 

Economic 
performance 

Economic performance is negative, -2,07 % since closing 
date at the time of this divestment. However, relative to 
buyer index, the performance is up 2,95%. 

Value (%) 17,83  

Growth The target market is up 2,14 %% from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 0,11, in the lowest range in our study. 
 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of PPL and Southern Co.  

Sale/closure Sale 

Deal attitude The acquisition of Hyder was hostile, and came after a 
four month takeover battle against Nomura, a Japanese 
investment bank. 
 

Divestment time 
(days) 

3 

International exp. This deal marks the buyer’s first international expansion. 
 

About the divestment: 
On November 29, 2000, Hyder Business Services (HBS) was sold off to the 
Japanese Bank Nomura for £100m. This was an engineering consultancy 
firm. Nomura was part of the takeover battle for Hyder Plc.cix 
 
 
 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 
 

Conglomerate, because Hyder in addition to being a 
utility firm also has a range of businesses in other areas. 
 

MNE strategy Multinational strategy 



 

 

Divestment 12: PPL Corp. / Southern Co. – Hyder 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.05.2001cx Deal number: 11 Closed year: 2000 Deal size: $816,74m 
Buyer PPL Corp. / The Southern Company Target Hyder Plc. 

United States United Kingdom 
Electric, Gas Water & Sanitary Services Electric, Gas Water & Sanitary 

Services 
About the deal: 
On October 26, 2000 Western Power Distribution Limited, jointly owned by subsidiaries of PPL Corporation and the Southern Company, acquired the holding 
company Hyder Plc, the owner of South Wales Electricity Plc, an electric distribution company serving approximately 980,000 customers in Wales. Hyder also 
owned Welsh Water and other service-oriented businesses. The deal was a finalist for Financial Times Energy’s "Successful Investment Decision of the Year". 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

utilities. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 2698,57 

Economic 
performance 

Economic performance is up 44,43 % since closing date 
at the time of this divestment. Relative to buyer index, the 
performance is up 52,86 % at this point. 

Value (%) 330,41 % 

Growth The target market is down  -7,92 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 0,11, in the lowest range in our study. 
 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of PPL and Southern Co.  

Sale/closure Sale 

Deal attitude The acquisition of Hyder was hostile, and came after a 
four month takeover battle against Nomura, a Japanese 
investment bank. 
 

Divestment time 
(days) 

199 

International exp. This deal marks the buyer’s first international expansion. 
 

About the divestment: 
In May 2001, Western Power Distribution sold Welsh Water to Glas 
Cymrucxi. The electricity distribution subsidiary Infralec was kept and 
rebranded as WDP South Walescxii.  The divestment was undertaken due to 
WPDL wanting to focus on Hyder's power business (Infralec).cxiii 
 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Conglomerate, because Hyder in addition to being a 
utility firm also has a range of businesses in other areas. 

MNE strategy Multinational strategy 



 

 

Divestment 13: Broken Hill Proprietary / Mitsubishi – QCT Resources 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

28.02.2001 Deal number: 12 Closed year: 2001 Deal size: $520,66m 
Buyer Broken Hill Proprietary / Mitsubishi Target QCT Resources 

Japan Australia 
Office Equipment & Computer Hardware Mining & Minerals 

About the deal: 
BHP and Mitsubishi’s joint takeover vehicle stated that they were the logical owners of these assets and probably brought more synergies to the table than 
anybody else, and thus could create more value. BHP and Mitsubishi had interests in the two major assets that QCT owned, and the operated assets they had 
were adjacent to the buyers’ assets. So the joint venture had the opportunity to integrate QCT’s operated assets and their own, to align the ownership structure. 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) N/A 

Economic 
performance 

Economic performance is down -5,03 % since closing 
date at the time of this divestment. Relative to buyer 
index, the performance is up 4,70 %at this point. 

Value (%) N/A 

Growth The target market is down  -4,05 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 3,45, in the highest range in our 
study. 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of BHP and Mitsubishi.  

Sale/closure Liquidation 

Deal attitude The acquisition of Hyder was friendly, and focused on 
exploiting synergies. 

Divestment time 
(days) 

56 

International exp. Mitsubishi has long international experience both in 
general (47 years) and in the target country (33 yrs). The 
core Mitsubishi enterprises were inherently global. 

About the divestment: 
BHP and Mitsubishi Development shut down the two underground mines at 
South Blackwater – Laleham.cxiv 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 
 

Vertical, one is the supplier of the other. 
 

MNE strategy Global strategy 



 

 

Divestment 14: Broken Hill Proprietary / Mitsubishi – QCT Resources 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

31.12.2001 Deal number: 12 Closed year: 2001 Deal size: $520,66m 
Buyer Broken Hill Proprietary / Mitsubishi Target QCT Resources 

Japan Australia 
Office Equipment & Computer Hardware Mining & Minerals 

About the deal: 
BHP and Mitsubishi’s joint takeover vehicle stated that they were the logical owners of these assets and probably brought more synergies to the table than 
anybody else, and thus could create more value. BHP and Mitsubishi had interests in the two major assets that QCT owned, and the operated assets they had 
were adjacent to the buyers’ assets. So the joint venture had the opportunity to integrate QCT’s operated assets and their own, to align the ownership structure. 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) N/A 

Economic 
performance 

Economic performance is down -11,70 % since closing 
date at the time of this divestment. Relative to buyer 
index, the performance is up  17,42 % at this point. 

Value (%) N/A 

Growth The target market is down -3,85 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 3,45, in the highest range in our 
study. 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of BHP and Mitsubishi.  

Sale/closure Liquidation 

Deal attitude The acquisition of Hyder was friendly, and focused on 
exploiting synergies. 

Divestment time 
(days) 

359 

International exp. Mitsubishi has long international experience both in 
general (47 years) and in the target country (33 yrs). The 
core Mitsubishi enterprises were inherently global. 

About the divestment: 
BHP and Mitsubishi Development shut down the two underground mines at 
South Blackwater – Laleham.cxv 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 

Conglomerate 
parent 

Vertical, one is the supplier of the other. 
 

MNE strategy Global strategy 



 

 

Divestment 15: Broken Hill Proprietary / Mitsubishi – QCT Resources 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 

15.06.2001 Deal number: 12 Closed year: 2001 Deal size: $520,66m 
Buyer Broken Hill Proprietary / Mitsubishi Target QCT Resources 

Japan Australia 
Office Equipment & Computer Hardware Mining & Minerals 

About the deal: 
BHP and Mitsubishi’s joint takeover vehicle stated that they were the logical owners of these assets and probably brought more synergies to the table than 
anybody else, and thus could create more value. BHP and Mitsubishi had interests in the two major assets that QCT owned, and the operated assets they had 
were adjacent to the buyers’ assets. So the joint venture had the opportunity to integrate QCT’s operated assets and their own, to align the ownership structure. 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) N/A 
Economic 
performance 

Economic performance is up 6,80 % since closing date at 
the time of this divestment. Relative to buyer index, the 
performance is up  13,92 % at this point. 

Value (%) N/A 

Growth The target market is down -1,10 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 3,45, in the highest range in our study. 
 

Stock/ asset Asset 

Acquisition The buyer company is a jointly owned acquisition vehicle 
of BHP and Mitsubishi.  

Sale/closure Liquidation 

Deal attitude The acquisition of Hyder was friendly, and focused on 
exploiting synergies. 
 

Divestment time 
(days) 

163 

International 
exp. 

Mitsubishi has long international experience both in general 
(47 years) and in the target country (33 yrs). The core 
Mitsubishi enterprises were inherently global. 
 

About the divestment: 
QCT’s head office functions were shut down and replaced by functions at 
BHP.cxvi 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Vertical, one is the supplier of the other. 

MNE strategy Global strategy 



 

 

Divestment 16: CanArgo Energy Corp. – Lateral Vector Resources Inc 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

28.05.2004 Deal number: 14 Closed year: 2001 Deal size: $2,32m 
Buyer CanArgo Energy Corp. Target Lateral Vector Resources Inc 

United Kingdom Canada 
Energy Services Oil & Gas 

About the deal: 
Canargo Energy Corporation operates as an oil and gas exploration and production company, and also as a holding company that carries out its activities 
through subsidiaries and associated companies. The acquisition of Lateral Vector Resources Inc. by CanArgo gave the company the opportunity for further 
expansion in Ukraine through participation in the incremental development of the Bugruvativske oilfield in East Ukraine. 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. However, while LVR’s holding 
company is located in Canada, it has major operations in 
the Ukraine. This should be taken into account. 

Value ($m) 2 

Economic 
performance 

Economic performance is up 51,13 %since closing date at 
the time of this divestment. Relative to buyer index, the 
performance is up  46,44 % at this point. 

Value (%) 86,32 % (However, it represents 100 % of CanArgo’s 
stake.) 

Growth The target market is up 22,51 % from closing to this 
divestment.  

Full/ partial Full 

Cultural distance Cultural distance is 0,32, in the second highest range in 
our study. However, see country risk for further details. 
 

Stock/ asset Stock 

Acquisition CanArgo is an experienced acquirer and holding co.  Sale/closure Sale 

Deal attitude The acquisition of LVR was friendly, and focused on 
development of opportunities in the Ukraine. 
 

Divestment time 
(days) 

1018 

International exp. Canargo has long international experience (30 years). 
 

About the divestment: 
CanArgo announced that pursuant to a signed agreement between CanArgo 
Acquisition Corporation, their wholly owned subsidiary, and Stanhope 
Solutions Ltd., the company had completed a transaction to sell their 
interest in the Bugruvativske Field through the complete disposal of LVR 
for $2,000,000. The transaction completed the company’s withdrawal from 
the Ukraine in order to focus principally on their Georgian activities.cxvii 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Vertical, one is the supplier of the other. 
 

MNE strategy Global strategy 



 

 

 
Divestment 17: Koninklijke Philips Electronics – Philips India 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.11.2002 Deal number: 16 Closed year: 2001 Deal size: $17,01m 
Buyer Koninklijke Philips Electronics Target Philips India 

The Netherlands India 
Household Goods Electronics 

About the deal: 
Koninklijke Philips Electronics is the parent company of the Philips Group (Philips). The Company's activities are focused on the interlocking domains of 
healthcare, lifestyle and technology. Philips made an open offer to acquire 17.14 percent of the equity in Philips India Ltd., the company's consumer electronics 
manufacturing and marketing subsidiary in India, to get a 100 percent stake in the Indian company and prepare for the delisting of the company from Indian 
stock exchanges. Philips was the latest among several multinational companies to try to take full ownership of subsidiary companies in India. 
Factors Divestment anatomy 
R&D intensity R&D intensity 4, due to the target mainly operating in 

consumer electronics. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 3, which is considerable. However, the 
buyer has long target country experience (71 years). 

Value ($m) 5 

Economic 
performance 

Economic performance is down -31,56 % since closing 
date at the time of this divestment. Relative to buyer 
index, the performance is only -9,48 % at this point. 

Value (%) 29,28 % 

Growth The target market is up 7,58 %from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 3,64, in the highest range in our 
study. However, see country risk for further details. 
 

Stock/ asset Asset 

Acquisition Philips had a 82,86 % stake in the company before this 
deal. With this deal, it increased the stake to 100 %.  

Sale/closure Sale 

Deal attitude The acquisition of Philips India was friendly. 
 

Divestment time 
(days) 

354 

International exp. Philips has long international experience (110 years). 
 

About the divestment: 
Philips divested its printed circuit board assembly business to the US-based 
Jabil Circuit Inc in order to better concentrate on its core businesses. The 
announcement of divestment plans is in line with Royal Philips Electronics 
NV decision to sell out most of its contract manufacturing services 
including the printed circuit board assembly business globally to Jabil 
Circuit Inc.cxviii 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Horizontal. 
 

MNE strategy Global strategy 



 

 

Divestment 18: Paramount Resources – Summit Resources 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15.09.2002 Deal number: 19 Closed year: 2002 Deal size: $ 151,55m 
Buyer Paramount Resources Ltd Target Summit Resources Ltd. 

Canada Australia 
Oil & Gas Mining & Minerals 

About the deal: 
Paramount Resources is an independent energy company involved in the exploration, development, production, processing, transportation and marketing of 
natural gas and its byproducts, and crude oil. In announcing the deal, Paramount believed Summit assets would complement its own and would enable 
Paramount to achieve a higher rate of growth through improved control of assets, infrastructure efficiencies and cost savings. 
 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 80 

Economic 
performance 

Economic performance is up 4,03 %since closing date at 
the time of this divestment. Relative to buyer index, the 
performance is up 16,54 % at this point. 

Value (%) 52,79 % 

Growth The target market is up -5,06 % from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 0,14, in the second lowest range in 
our study. 
 

Stock/ asset Asset 

Acquisition Paramount is an experienced acquirer and manager.  Sale/closure Sale 

Deal attitude The acquisition of Summit was friendly. 
 

Divestment time 
(days) 

77 

International exp. Paramount does not have very long international 
experience (8 years). 2 years experience in Australia. 
 

About the divestment: 
Paramount embarked on a property rationalization program to divest of 
minor non-core properties primarily acquired through the Summit 
acquisition, including the disposition of a building acquired as part of the 
Summit acquisition.cxix The original goal of this program was to generate 
approximately $30 million in net proceeds. The Company later anticipated 
proceeds of $70-90 million – well in excess of the goal.cxx We have used 
the middle value in our calculations – $80 million. 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Horizontal. 
 

MNE strategy International strategy 



 

 

 
Divestment 19: Paramount Resources – Summit Resources 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

16.03.2004 Deal number: 19 Closed year: 2002 Deal size: $ 151,55m 
Buyer Paramount Resources Ltd Target Summit Resources Ltd. 

Canada Australia 
Oil & Gas Mining & Minerals 

About the deal: 
Paramount Resources is an independent energy company involved in the exploration, development, production, processing, transportation and marketing of 
natural gas and its byproducts, and crude oil. In announcing the deal, Paramount believed Summit assets would complement its own and would enable 
Paramount to achieve a higher rate of growth through improved control of assets, infrastructure efficiencies and cost savings. 
 
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 0. Value ($m) 0,29 

Economic 
performance 

Economic performance is up 42,45 % since closing date 
at the time of this divestment. Relative to buyer index, the 
performance is up 5,97 % at this point. 

Value (%) 0,19 % (however a 6.421 % stake, please see below) 

Growth The target market is up 42,76 %from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is 25, in the second lowest range in our 
study. 
 

Stock/ asset Stock 

Acquisition Paramount is an experienced acquirer and manager.  Sale/closure Sale 

Deal attitude The acquisition of Summit was friendly. 
 

Divestment time 
(days) 

77 

International exp. Paramount does not have very long international 
experience (8 years). 2 years experience in Australia. 
 

About the divestment: 
Firebird Global Master Fund Ltd acquired a 6.421% minority interest in 
Summit Resources Ltd for 376,043 (US$290,848) in cash. 

Unrelated 
subsidiary 
 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Horizontal. 
 



 

 

Divestment 20: Mol Hungarian Oil & Gas – Slovnaft 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Deal number: 25 Closed year: 2004 Deal size: $9,44m 
Buyer Mol Hungarian Oil & Gas Plc Target Slovnaft a.s. 

Hungary Slovakia 
Oil & Gas Mining & Minerals 

About the deal: 
Mol Hungarian Oil & Gas is a Hungary-based integrated oil and gas company. On March 17, 2004 the company increased its ownership in Slovakia's largest oil 
company, Slovnaft, to 98.41%. This ended a nearly yearlong dispute which followed a 2003 MOL purchase of roughly two-thirds of the shares in Slovnaft. On 
making this purchase, MOL was mandated to offer to buy out the small shareholders.  The acquisition of Slovnaft was a part of the industry consolidation in the 
region, and would lead to the realization of significant synergies in production, marketing, retail and finance. When incorporating Slovnaft, the ethylene 
capacity of the MOL group could become the biggest in the region.  
Factors Divestment anatomy 
R&D intensity R&D intensity 1, due to the target mainly operating in 

natural resources. 
Forced/ 
deliberate 

Deliberate 

Country risk Country risk is 3, which is significant. In addition, buyer 
only has 4 years of target country experience. 

Value ($m) N/A 

Economic 
performance 

Economic performance is up 101,84 % since closing date 
at the time of this divestment. Relative to buyer index, the 
performance is up  43,00 %at this point. 

Value (%) N/A 

Growth The target market is up 103,62 %from closing to this 
divestment.  

Full/ partial Partial 

Cultural distance Cultural distance is  1,93, in the second highest range in 
our study. 

Stock/ asset Asset 

Acquisition MOL’s acquisition was the result of a mandatory offer. Sale/closure Sale 

Deal attitude The acquisition of Summit was hostile. See about the 
deal. 

Divestment time 
(days) 

287 

International exp. MOL has 10 years of international experience. 
 

About the divestment: 
MOL divested around 30% of its petrol (gasoline) stations in the Czech 
Republic that the company holds via Slovnaft, the Slovak refiner controlled 
by MOL. Hungarian paper Napi Gazdasag cited a Slovnaft spokesperson as 
saying that the company is not looking to leave the Czech retail fuel market 
but merely wants to improve the overall quality of Slovnaft's stations 
there.cxxi 

Unrelated 
subsidiary 

Related, both buyer and target are in same industry. 
 

Conglomerate 
parent 

Vertical 
 

MNE strategy International strategy 
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