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ABSTRACT

The automotive industries consist of companies involve in the designing, development, manufacturing, marketing, and
selling of motor vehicles across the globe. The industry comprises of automobile and the auto component sectors and
encompasses commercial vehicles, multi-utility vehicles, passenger cars, two-wheelers, three-wheelers, tractors and
related auto components. Mergers, acquisitions and all the different types of corporate restructuring activities can be
classified as strategies or quasi strategies adapted by businesses to achieve growth, expand, disseminate value and
basically become better equipped to face competition. The objective of study is to investigate how corporate
acquisitions affect the development and financial health of a few automobile sector companies and to investigate
the growth factors and difficulties facing the Indian automobile sector. For this secondary data has been collected
from various sources. The result of the study shows that there is a positive correlation between Economic value
added (EVA) and earnings per share (EPS). EPS is used to predict future cash flows, for the comparison of

companies’ performance to establish the impact of issuing common stocks.

Keywords- Automotive Industry, Corporate Restructuring. Mergers and Acquisitions (M&A), Economic Value
Added (EVA), Earnings per Share (EPS), Financial Performance, Market Expansion, Technological

Advancements, Growth Factors, Challenges
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INTRODUCTION

The automotive industries consist of companies involve in the designing, development, manufacturing,
marketing, and selling of motor vehicles across the globe. The industry comprises of automobile and the auto
component sectors and encompasses commercial vehicles, multi-utility vehicles, passenger cars, two-wheelers,
three-wheelers, tractors and related auto components. They are considered as one of the significant economic
sectors in terms of generating revenue. In the recent time, the automotive industries have been facing various
challenges. Globalization, individualizations, digitalization and increasing competition are pressing the face of
the industry. The recent changes and developments in the global auto sector have made its impact on the Indian
market and manufacturers too. However, India has been showing fair profitability in the domestic automotive
sectors and has the scope of manufacturing of low-cost vehicles with its highly skilled but inexpensive
manufacturing base, labor-intensive components and developing economy. Mergers, acquisitions and all the
different types of corporate restructuring activities can be classified as strategies or quasi strategies adapted by
businesses to achieve growth, expand, disseminate value and basically become better equipped to face

competition.

Historical Perspective of the Global M&A Scenario (1992-2006)
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LITERATURE REVIEW

Allen, (1981), Baysinger and Hoskisson, (1990), Hayward and Hambrick, (1997) and Jensen and Zajac, (2004)
evaluated the extent to which behavior of the board may impact on the takeover. For instance, there may be
conflict of interest among the board members. The Chief Executive will be more likely to follow his self-interest,
more so than the other directors. Board process in terms of the regularity of board meetings and the degree of
information and consultation about decision taking may therefore be important in determining the extent to which

discretionary behavior by one or more key-directors may be pursued.

Shleifer and Vishny, (2003) concluded that acquisitions (especially those made with equity) may reveal to the
market that acquirers are overvalued, and part of the announcement (and long run) return may reflect a negative
reaction to perceived overvaluation rather than fundamental value destruction. Hence, the development of stock
markets is of high importance.

Liu et al. (2009) supported the line of thinking of Berthelemy and Demurger who observe a two-way causal
relationship between trade, inward FDI, inward M&A, and economic growth for most of the economies. It is
evident that the presence of economic growth and business trade is a necessary condition for an M&A market to
develop. The development of domestic capital markets is a key driver of M&A activity since investment requires
capital and it is easier and more cost effective to source capital from the local market.Proportion of shareholdings
in the board also plays key role in the takeover.

RESEARCH METHODOLOGY

The study is descriptive and empirical in nature. This study explores the takeover practices being followed in
India and their impact on the growth and financial performance of the automobile industry. To achieve the

objectives of the study, secondary data from various sources has been used.
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OBJECTIVES AND HYPOTHESIS OF THE STUDY

To investigate how corporate acquisitions affect the development and financial health of a few automobile sector

companies.

To investigate the growth factors and difficulties facing the Indian automobile sector.

HYPOTHESIS:

There is no correlation between Economic value added (EVA) and earnings per share (EPS).

There is no effect of takeover and acquisition on customers and suppliers

DATA ANALYSIS AND INTERPRETATION

Empirical analysis of takeover and acquisition on operating performance

The op is measured through roe and the selected predictor variables to measure the roe are gross earnings,

liquidity, financial risk (financial leverage), cost of utilization, turnover, growth, and operating leverage.

Predictor variables are gross earnings (ge), liquidity (), financial risk (financial leverage) (fr), cost of utilization

(cu), turnover (t), growth (g), and operating leverage (ol).

The selected variables are rotated through Varimax with Kaiser Normalization method extracted using principal

component analysis and seven major predictor factors are identified and they are interlinked,

The predictor variables in the first factor, viz., gpr (0.875), and cpr(0.861); in the third factor, viz., pr (0.870),
and in the fifth factor, viz.,itr (0.897) and str (0.893) are found to be highly significant dominating in the factor
(Varimax with Kaiser Normalization method). The Eigen values are 5.089, 2.847, 2.501, 1.865, 1.569, 1.464,
and 1.219, respectively, for the factors 1 to 7, which is > 1; therefore, the study analyzed these seven predictor
factors in the pre-and post-merger periods in respect of op (roe) and found that these factors are significant in

the post-merger period.
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There is a positive correlation between Economic value added (EVA) and earnings per share (EPS). EPS is used
to predict future cash flows, for the comparison of companies’ performance to establish the impact of issuing

common stocks.

Independent Variables Dependent Variable

Shareholders value on
Mergers

- Eamings per share
Financial performance
= Return on equity

Profitability on Mergers
-  Retum on nvestment

Government Policies
= Set rules and regulations

Moderating Variable

EMPIRICAL ANALYSIS OF EFFECT OF TAKEOVER AND ACQUISITION ON CUSTOMERS AND

SUPPLIERS
Customers may be one key factor affecting the success or failure of an M&A deal.

For instance, there may be a popular opinion among customers that the merger is not stable. Or, the customers
of one firm may not appreciate the other firm with which the merger is due. In either case, the customer base

may dwindle post the merger.

Based on this, parties to the M&A may reconsider their initial intentions, affecting the integration strategies. The
realization of integration is in turn impacted by customers’ resistance to buy according to M&A parties’

intentions and by customers actively objecting to integration.
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CONCLUSION

The industry across countries will have to meet challenges of newer technologies, alternative fuels and

affordability of automobiles by people at large through constructive cooperation.

The industry has recorded phenomenal growth during the last decade. The market trend shows a fast and

impressive growth rate. The opening of the Indian automobile market for foreign companies the competition is

expected to enhance further.

The opportunities can be grabbed through the diversification of export basket in untouched foreign destinations.

Thus, strict quality standards, services and use of the latest technology can provide an edge over competitors

across the globe

LIMITATION OF STUDY

Existence of limited resources of information in India because Corporate Takeovers are in the stage of

development.

This study completely relies on secondary data and, therefore, the quality of the study depends purely upon the
accuracy, reliability and quality of secondary data provided by sources in the automotive market of India.The

study is subject to the impact of corporate acquisition on the automobile industry only
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