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Abstract  

This paper describes about Mergers and Acquisitions and its hedge an investment 
portfolio. The paper analyzes complement and strengthen the customers. It is identifies talent 
and traditional hiring practices. The paper examines the trend of telecom industry.  
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Introduction 

Mergers and Acquisitions (M&A) are both aspects of strategic management, corporate 
finance and management dealing with the buying, selling, dividing and combining of 
different companies and similar entities that can help an enterprise grow rapidly in its sector or 
location of origin, or a new field or new location, without creating a subsidiary, other child 
entity or using a joint venture. 

M&A can be defined as a type of restructuring in that they result in some entity 
reorganization with the aim to provide growth or positive value. Consolidation of an industry or 
sector occurs when widespread M&A activity concentrates the resources of many small 
companies into a few larger ones, such as occurred with the automotive industry between 1910 
and 1940. 

 Merger 

The combining of two or more companies, generally by offering the stockholders of one 
company securities in the acquiring company in exchange for the surrender of their stock. 

 Acquisition 

An acquisition or takeover is the purchase of one business or company by another company 
or other business entity. Such purchase may be of 100%, or nearly 100%, of the assets or 
ownership equity of the acquired entity. Consolidation occurs when two companies combine 
together to form a new enterprise. 

 

 Statement of the Problem 

Short-term financial benefits are not realized, long-term advantages may be seen as a valid 
and probable reason for the merger or acquisition. This merger was surrounded by 
complications ranging from employee bonuses, added debt and forced hands. 

Achieving acquisition success has proven to be very difficult, while various studies have 
shown that 50% of acquisitions were unsuccessful. The acquisition process is very complex, 
with many dimensions influencing its outcome. 

 

 Objective of the Study 

 Merger and acquisition was done to smooth out cyclical bumps, to diversify. 

 It would hedge an investment portfolio. 

http://en.wikipedia.org/wiki/Strategic_management
http://en.wikipedia.org/wiki/Management
http://en.wikipedia.org/wiki/Company
http://en.wikipedia.org/wiki/Business_organization
http://en.wikipedia.org/wiki/Joint_venture
http://en.wikipedia.org/wiki/Restructuring
http://en.wikipedia.org/wiki/Consolidation_(business)
http://en.wikipedia.org/wiki/Automotive_industry
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 The free market is better at identifying talent, and traditional hiring practices. 

 Firms that complement and strengthen an acquirer’s capacity to serve customers. 

 To identify the trend in large companies. 

 Research Methods 

"Acquisition" usually refers to a purchase of a smaller firm by a larger one. Sometimes, 
however, a smaller firm will acquire management control of a larger and longer-established 
company and retain the name of the latter for the post-acquisition combined entity.  

The overall net effect of M&A transactions appears to be positive: almost all studies 
report positive returns for the investors in the combined buyer and target firms. This implies 
that M&A creates economic value, presumably by transferring assets to management teams that 
operate them more efficiently 
There are also a variety of structures used in securing control over the assets of a company. 
 

 Scope of Study 

The M&A process itself is a multifaceted which depends upon the type of merging companies. 

 A horizontal merger is usually between two companies in the same business sector. The 
example of horizontal merger would be if a health care system buys another health care 
system.  

 A vertical merger represents the buying of supplier of a business. In the same example as 
above if a health care system buys the ambulance services from their service suppliers is an 
example of vertical buying. The vertical buying is aimed at reducing overhead cost of 
operations and economy of scale. 

 Conglomerate M&A is the third form of M&A process which deals the merger between two 
irrelevant companies.  

Limitations of mergers and acquisitions  

Limitations of mergers and acquisitions (M&A) are determined by the short-term and 
long-term company strategic outlook of the new and acquiring companies. This is due to a host 
of factors including market conditions, differences in business culture, acquisition costs and 
changes to financial strength surrounding the corporate takeover. 

 

INDUSTRY PROFILE  
Communications are cornerstone of modern economy and have the ability to influence 

the Development of our society in economic, social and also political terms. It is one of the basic 
Components of any country’s infrastructure. It is recognized as one of the key sectors of the 
Society.  

 

TELECOM INDUSTRY 
The telecommunication industry is the fastest growing industry in every country. Over 

the last decade and particularly over the last five years, India has registered an impressive 
growth in the telecommunications sector; India now has a total of 846.32 Million Telecom 
subscribers, comprising of 811.59 Mobile subscribers & 34.73 wire line subscribers. The Indian 
Tele-density now stands at 70.89%. India today has the world’s second largest network which is 
growing at a rate which is unmatched by any other country in the world.  

The telecom sector has been one of the fastest growing sectors in the Indian economy in 
the past 4 years. This has been witnessed due to strong competition that has brought down 
tariffs as well as simplification of policy environment that has promoted healthy competition 
among various players. 
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MAJOR PLAYERS IN INDIAN TELECOM INDUSTRY 
 
 

 

 

 

 

 

 
 

 

Company Profile- Idea Cellular Ltd 

IDEA Cellular Ltd is a leading GSM mobile services operator in India with over 72 million 
subscribers, under brand IDEA. The company is a pan India integrated GSM operator covering 
the entire telephony landscape of the country, and has NLD and ILD operations. They offer 
affordable and world-class mobile services to varied segments of mobile users. The company is 
an Aditya Birla Group Company. They offers basic voice and short message service (SMS) 
services to high-end value added and general packet radio service (GPRS) services, such as 
Blackberry, Datacard, Mobile TV and Games. Their subsidiaries include SwinderSinghSatara and 
Co Ltd, Aditya Birla Telecom Ltd, Idea Cellular Services Ltd, Idea Cellular Infrastructure Services 
Ltd, Idea Cellular Towers Infrastructure Ltd and Carlos Towers Ltd. IDEA Cellular Ltd was 
incorporated in the year 1995 with the name Birla Communications Ltd.  

 

Spice Communications Limited 
 Spice was incorporated as Modicom Network Private Limited on 28 March 1995 as a 
private limited company. Spice subsequently became a deemed public company under Section 
43(1A) of the Companies Act, 1956 of India with effect from1 April 1999 and its name was 
changed to Modicom Network Limited. Spice assumed its present name via a fresh Certificate of 
Incorporation dated 3 December 1999. As of 30 April 2008,Spice had 4.4 million subscribers 
representing a 1.7% market share in India, and was the second and fifth largest mobile 
telecommunication service provider within the Punjab and Karnataka circles, respectively. Spice 
was listed on the Bombay Stock Exchange Limited on 19th July 2007 and on the National Stock 
Exchange of India Limitedon16 June2008. 
 Spice Communications Limited (Spice or SCL), a cellular company was incorporated on 
28th March 1995 as a private limited company under the name of ‘modicum Network Private 
Limited'. The company provides Cellular Phone Services in the states of Punjab and Karnataka 
presently. The various services of the company under Post Paid and Prepaid connection 
includes Radio, Caller Songs, Entertainment, Contests, Infotainment, Call Management Service, 
Short Messaging Service, Dial in Service, GPRS, Incoming Call Block, Background Music, Spice 
Emergency Service, DND, Spice Mail, BID For VIP Numbers and also Spice TV. The company is 
now working under the control of Idea Cellular on the recent acquisition by the Idea.  
 
Acquisition Background 

Idea Cellular acquired the 40.8% stake of the promoter group (Mode group) in Spice 
Communications for a price of Rs77.30per share in the FY08. Apart from this, it also made a 
payment of Rs544cr to the promoter group of Spice as non-compete fee. As per Indian securities 

   Rank  Operator Market Share % 
1 Bharti Airtel 19.5% 
2 Reliance communication 16.7% 
3 Vodafone 16.4% 
4 Idea cellular 11.9% 
5 Bsnl 10.8% 
6 Tata teleservices 9.2% 
7 Aircel 6.9% 
8 Uninor 4.2% 
9 Videocon 0.6% 

10 Mtnl 0.6% 

Table No: 1 Table of Marketing operator and their share in percentage 



            IJRFM                            Volume 5, Issue 9 (September, 2015)                      (ISSN 2231-5985) 
 International Journal of Research in Finance and Marketing (IMPACT  FACTOR – 5.230) 

                        International Journal of Research in Finance & Marketing 
    Email id: editorijrim@gmail.com http://www.euroasiapub.org 

  

 

23 

laws, Idea made an open offer along with Telecom Malaysia International (TMI) and its affiliates 
and associates for a further 20% stake in Spice Communications (Telekom Malaysia, which 
initially had a39.3% stake in Spice Communications, got a proportional take in the combined 
entity). The Boards of Idea and Spice approved the merger of Spice into Idea and the swap ratio 
has been determined at 49 shares of Idea for every 100 shares of Spice. Idea made a preferential 
allotment to TMI of 46.473crequity shares at a price of Rs156.96 per share, which 
represents14.99% of Idea's equity capital post allotment. 

 

Bharti Airtel  

India’s first private telecom services provider with a footprint in all the 23 telecom 
circles. Widely regarded as India’s largest telecom service provider in terms of annual revenues, 
Bharti Airtel provides mobile & fixed wireless services using GSM technology across all the 
telecom circles along with broadband & telephone services in 94 cities. All these services are 
provided under the “Airtel‟ brand. Bharti Airtel, as we understand, also has licenses to operate 
telecom operations in Sri Lanka and Seychelles. In January 2010, it acquired Warid Telecom, a 
3-million-subscriber company based in Dhaka, Bangladesh for USD 300 million. 

Bharti Airtel Limited is a leading global telecommunications company with operations in 
20 countries across Asia and Africa. Headquartered in New Delhi, India, the company ranks 
amongst the top 4 mobile service providers globally in terms of subscribers. In India, the 
company's product offerings include 2G, 3G and 4G wireless services, mobile commerce, fixed 
line services, high speed DSL broadband, IPTV, DTH, enterprise services including national & 
international long distance services to carriers. In the rest of the geographies, it offers 2G, 3G 
wireless services and mobile commerce. Bharti Airtel had nearly 287 million customers across 
its operations at the end of Dec 2013 

 GLOBAL PRESENCE OF AIRTEL 
 
 
 
 
 
 
 
 
 

 ZAIN  

Zain was established in 1983 in Kuwait as the region's first mobile operator. It is a 
public company engaged, together with its subsidiaries, in the provision of mobile 
telecommunication and data services, including operation, purchase, delivery, installation, 
management and maintenance of mobile telephones and paging systems in Kuwait and 21 other 
countries in the Middle East and North Africa. Its wholly owned subsidiaries include; Mobile 
Telecommunications Company Lebanon (MTC) SARL, Lebanon, and Sudanese Mobile Telephone 
(Zain) Company Limited, Sudan. 
 ZAIN AFRICA  

Wholly owned subsidiary of Zain, incorporated in Netherlands and held the African 
operations of Zain. The company was originally named Celtel which was acquired by Zain in 
2005 and renamed as Zain International BV. The same has been acquired by Bharti Airtel now 
through Bharti Airtel Netherlands BV. 
 Zain Group is a mobile telecommunications company founded in 1983 in Kuwait 
as MTCor Mobile Telecommunications Company, and was later rebranded to Zain in 2007. Zain 
has commercial presence in 8 countries across the Middle East and North Africa with about 46.2 

 

Map No : 1: Map Showing Presence of Airtel Network 
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million customers as of 31 March 2014. It employs over 6000 people.[3] The group CEO is Scott 
Gegenheimer, who was appointed in December 2012. 

In March 2010, Bharti struck a deal to buy Zain's mobile operations in 15 African 
countries, in India's second biggest overseas acquisition after Tata Steel's $13 billion buy of 
Corus in 2007. Bharti Airtel completed its $10.7 billion acquisition of African operations from 
Kuwaiti firm, making the Airtel the world's fifth largest wireless carrier by subscriber base. 
Airtel has reported that its revenues for the fourth quarter of 2010 grew by 53% to 
US$3.2 billion compared to the previous year; newly acquired Zain Africa division contributed 
US$911 million to the total. However, net profits dropped by 41% from US$470 million in 2009 
to US$291 million 2010 due to a US$188 million increase in radio spectrum charges in India and 
an increase of US$106 million in debt interest. 
 

 

 
 

Data Analysis and Interpretation  
 
Paired Sample T Test for Profitability Ratio of Idea Cellular 

Table No: 2: Table Showing T test for Profitability Ratio 

Particulars Mean standard deviation Mean 
difference 

T- value 

 Pre Post Pre Post   

Gross Profit Margin (%) 11.674 24.92 2.60853 1.216224 -13.246 0.120707 

Net Profit Margin (%) 6.016 13.37 2.022432 2.729432 -7.354 0.147052 

Return on Assets or ROI (%) 39.324 10.925 15.62807 3.556747 28.399 0.230274 

Return on Equity (%) 6.994 26.23 4.525483 4.525483 -19.236 0.213953 

Return on Capital Employed (%) 8.276 15.94 1.346432 1.371787 -7.664 0.109005 

                               
 
 
 
 
 
 
 
 
  

Map No: 2 : Map Showing Bhrati bid African Assets 

http://en.wikipedia.org/wiki/Zain#cite_note-3
http://en.wikipedia.org/wiki/Bharti
http://en.wikipedia.org/wiki/Zain
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INTERPRETATIONS  
 

Profitability Ratio; 
 The comparison of the pre and post merger financial performance of Idea cellular shows 

that there was a increase in the mean value of all selected performance standard, but it 
is observed that decline were not statistically significant. 

 All profitability ratios have increased in post merger, demonstrating positive impact of 
operating performance. 

 Gross Profit Margin: the gross profit margin in the case the Percentage of total revenue 
that the company retains after incurring the cost. 

 Shift to emerging markets, lack of operational ability, and growth in market volatility 
and margin pressure is contributing lower the profit margins in telecom industry. This 
has resulted in decreasing N.P.M. by 7.3% i.e., post merger. 

 R.O.I: Positive mean difference value indicates destruction of share holders fund by 
inefficient management policies and intense competition in telecom industry.  

 R.O.E: R.O.E. has increased by 19.23% comparing to pre-merger. R.O.E. measures the 
efficiency in the use of S.H.F. by the management. The negative mean difference value 
reflects that the management fined more profitable opportunity that would yield higher 
returns. 

 R.O.C.E.: This measures the returns that a business is achieving from its capital 
employed. Here it has increased by 7.6% comparing to pre-merger. This is due to 
strategic investment decision. Management team succeeded to provide minimum return 
on capital employed on account of sound financial investment decision.  

FINANCIAL LEVERAGE STANDARDS 
 

Table No: 3: Table showing Leverage Standards 
Particulars Mean standard deviation Mean difference T- value 

 Pre Post Pre Post   

Debt to equity 0.792 1.895 0.102811 0.077782 -1.103 0.131889 

Total capitalization 13481.12 7997.07 1835.326 1631.578 5484.054 0.093867 
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Graph no: 1: Graph showing Estimation of Profitability ratio 
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Graph no: 2: Graph showing Equity and Capitalization 

 
 
Financial Leverage Ratio: 

 Debt Equity Ratio: It measures the relationship of the capital provided by creditors 
to the amount provide by share holders. Here it has increased by 1.10% comparing 
to pre-merger. This indicates that management failed in generating capital from 
internal sources and its access to capital market. Analysis reveals that a claim of 
outsider has increased comparing to pre-merger than the owners. Debt equity ratio 
is 1.89 (Post-merger) which claims that the lender interest is not safe and the 
probability of bearing future losses had increased. 

 Total capitalization: It refers to the total share capital and total debt in the capital 
structure of the company. Graph clearly shows that there is an decrease in 
capitalization comparing to pre-merger.   

CAPITAL MARKET RATIOS 
Table No: 4 Table showing Capital Market Ratio 

Particulars Mean standard deviation Mean 
difference 

T-value 

  Pre Post Pre Post     

Earnings Per Share 3.155 2.62 0.205061 0.592242 0.535 0.011046 

Price / Earnings 
Ratio 

14 33.002 0.707107 17.5588 -19.002 0.188353 

Price-to-Book Ratio 1.6 2.062 0.282843 0.53937 -0.462 0.027237 

Graph No: 3: Graph showing earnings vs shares 
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Capital Market Ratio: 
 E.P.S: E.P.S. indicates the company’s profitability in shareholders perspective. The 

positive mean difference indicates i.e., 0.535%, there is a decrease in E.P.S. comparing to 
pre-merger. This tells us that the company does not better after merger from the share 
holder perspective. 

 P.E. Ratio: This depicts how much the market is willing to pay for company’s earnings. 
Here it has increased by19.0% comparing to pre-merger. This indicates that the market 
has higher faith in the futures of idea cellular. Post-acquisition P/E ratio had indicated a 
positive trend reflecting higher ratio price paid by the investors.  

OPERATING STANDARDS OF AIRTEL 
Table No: 5: Table showing operating standards of airtel 

Particulars Mean standard deviation Mean difference t- value 

  Pre Post Pre Post     

Gross Profit Margin (%) 27.315 15.02 2.128391411 3.678274 12.295 0.10099405 

Net Profit Margin (%) 21.33 5.943333333 0.636396103 5.20381 15.38666667 0.191888646 

Return on Assets or ROI (%) 128.51 131.4 34.20982607 2.608582 -2.89 0.04366645 

Return on Equity (%) 30.94 13.81 2.149604615 4.823412 17.13 0.132320889 

Return on Capital Employed (%) 23.345 8.726666667 2.764787514 1.066271 14.61833333 0.150379198 

     
Graph No: 4: Graph showing profit margin and ROI 

 
    
   

 
 
 
 
 
 

 
 
 
 
 
 
 
 
Profitability Ratio: 

 The comparison of the pre and post merger financial performance of company shows that there 
was a decline in the mean value of all select performance standard, but it is observed that decline 
were not statistically significant.  

 Profitability ratios have declined post merger, demonstrating negative impacts of operating 
performance. 

 Gross profit margin: The gross profit margin in the case of percentage of total revenue that the 
company retains after incurring the cost. Here G.P.M. has decreased by 12.29% comparing to pre-
merger. This indicates management inability to control on its cost. 
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 Shift to emerging markets, lack of operational ability, and growth in market volatility and margin 
pressure is contributing lower the profit margins for telecom companies. Along with this external 
factors internal factor also affecting in reducing N.P.M., They are like operation inefficiency, non 
strategic management decisions. This has resulted in decreasing N.P.M. by15.38 %. 

 R.O.I: This measures the efficiency of an investment or to compare the efficiency of different 
investment. Here it has increased by 2.89% compare to pre-merger. This shows that the 
management has made wise investment decision to bring cash flow to the company. 

 R.O.E.: has decreased by 17.39% compare to the pre-merger. Positive mean difference indicates 
there is a decrease in return on equity. This shows management lack of efforts towards finding 
profitable opportunity that would yield more return.  

 R.O.C.E.: This measures the returns that a business is achieving from its capital employed. Here it 
has decreased by 14.61% comparing to pre-merger. This is due to non-strategic investment 
decision. Management team failed to provide minimum return on capital employed on account of 
unsound financial investment decision. 

FINANCIAL LEVERAGE STANDARDS 
Table No: 6: Table showing Financial Leverage Standard 

Particulars Mean standard deviation Mean 
difference 

t- value 

  Pre Post Pre Post     

Debt to equity 0.365 1.323333333 0.148492424 0.148436 -
0.958333333 

0.19198457 

Total capitalization 13801.15 68110.16667 2282.880101 8511.142 -
54309.01667 

0.206526813 

 
Graph No: 5: Graph showing debt to equity 

 
 

                                        
Financial Leverage Ratio: 

 Debt Equity Ratio: It measures the relationship of the capital provided by creditors to the 
amount provide by share holders. Here it has increased by 0.95% comparing to the pre-merger. 
This indicates that management failed in generating capital from internal sources and its access 
to debt market.  

 Total capitalization:  It refers to the Total long-term debt and all types of equity in the company 
capital structure. Graph clearly shows that there is an increase in capitalization comparing to 
pre-merger by 54,309 cr Rs.  
 

0

0.2

0.4

0.6

0.8

1

1.2

1.4

1.6

Debt to equity

Total capitalisation



            IJRFM                            Volume 5, Issue 9 (September, 2015)                      (ISSN 2231-5985) 
 International Journal of Research in Finance and Marketing (IMPACT  FACTOR – 5.230) 

                        International Journal of Research in Finance & Marketing 
    Email id: editorijrim@gmail.com http://www.euroasiapub.org 

  

 

29 

CAPITAL MARKET RATIOS 
Table No: 7: Table showing Capital Market Ratios 

Particulars Mean standard deviation Mean   
difference 

t- value 

  Pre Post Pre Post     

Earnings Per Share 32.805 16.27666667 11.2924953 3.59981 16.52833333 0.125596023 

Price / Earnings 
Ratio 

10.12 20.55 3.464823228 2.579787 -10.43 0.126517126 

Price-to-Book Ratio 3.78 2.586666667 0.763675324 0.520128 1.193333333 0.067469143 

  
Graph No: 6 : Graph showing Earning shares 

 
 
 
 
 

Graph No: 4.6 
Capital Market Ratio: 

 E.P.S: E.P.S. indicates the company’s profitability in shareholders perspective. The 
negative mean difference indicates i.e., -16.56%, there is an increase in E.P.S. 
comparing to pre-merger. This tells us that company did better after merger from the 
share holder perspective. 

 PE. Ratio: this depicts how much the market is willing to pay for company’s earnings. 
And it has increased significantly by 10.43% comparing to pre-merger. It clearly shows 
that management succeeded in gaining market’s faith. Market is pay more due to 
positive E.P.S over the years. P/E Ratio has indicated a positive trend reflecting lower 
price paid by the investors for reported higher EPS. Investors expectations and market 
appraisal has been captured by the company on account of profitability. 

 P.B. Ratio: this ratio compares the company’s stock price with the book value. The 
positive mean difference i.e., 1.193% indicates that there is a decrease compare to pre-
merger. Lower the P.B. indicates under pricing of stock. Low p/b ratio results in higher 
equity returns. This contradictory outcome is attributed to decline in market price of 
equity share due to deteriorated investors’ confidence in company’s future 
performance & quality of earnings. 

SUMMARY OF FINDINGS 
 

Findings give the overall view of merger and acquisition of spice communication by idea 
cellular and and zain telecom by bharti airtel : 
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 Idea cellular by acquiring spice communication create a change in the mind set of 
Indian telecom sector. 

 Idea cellular deal shows a highly significant change in net profit. 
 Idea cellular deal clearly indicate the impact of mergers and acquisitions on the 

operating performance of the firm. 
 Acquisition of spice communication by idea cellular clearly  Evaluate the impact of 

merger & acquisition on share holder. Graph clearly shows that there is an decrease in 
capitalization comparing to pre-merger. It refers to negative impact on share holders. 

 An analysis of idea cellular and spice communication shows that the market value of the 
firm increased comparing to pre-merger. 

 Idea deal create a revolution in Indian telecom sector  and idea acquires 11.5% market 
share in telecom industry.  

 Bharti Airtel by taking South African safari made a revolutionary changed in mind set of 
Indian telecom sector, as this is one of biggest deal in terms of external reconstruction. 

 Bharti Airtel achieve its objective of being among the top in telecom, (as this deal shows 
that its only 2 steps behind to conquer the global gain in telecom sector. 

 This deal showed a highly significant change in operating performance and profits 
before merger. 

 After merger the return on assets of the company is well utilized as per the calculation 
showed above. 

 This deal is supported by government as case of cross border M&A. 
 After this deal it has been notified that it’s the only company in the whole sector 

globally which has been showed a growth of 13%. 
 Bharti Airtel structure the deal is such a way that it got tax benefit ( Netherlands also 

provides various incentives under its tax regime including tax exemption) 
 Earnings per share has been decreased because of splitting of shares. 
 Debt ratio shows highly insignificant because for this deal company had take 

exceptional debt. 
 After the episode of Airtel and Zain there is growth in the Indian telecom industry but 

simultaneously it had been founded that there was a price war in the sector, (after 2011 
there is a significantly decrease in price of all the Indian telecom company) 

 Airtel shows that if any company in any sector takes market leadership then it will be 
more or provides the bench mark for the sector as a whole. 

 Operating profit of BAL has been increased after merger i.e,0.258 to 0.334 increase in 
mean, it has been shown from the graph that Airtel is doing its operations well in South 
Africa. In case of Net Profit there is a slight decrease it is because of high payment of 
interest to the debenture holders. 

 From statistical analysis it has been proved that Airtel has utilized its assets more 
effectively after merger, mean of the return on the asset shows 128.1before merger 
whereas after merger it has been increased to 131.4 and also from thee graph       it can 
be observed that there may be 0.40% increase in efficiency. 

 Debt equity ratio also shows an increasing trend which interprets that acquired 
company had taken more debt after merger. 

 Earning per share of BAL shows negative results  i.e., earlier BAL had mean 38.34 per 
share but after acquiring statistical results shows 16.33per share which is mainly 
because of splitting  of shares. BAL in year 2012 splitted their shares from 10 to 5 which 
resulted in increase in number of shares. Hence the earnings per share decreased. 

 Market per share before merger and after merger of Airtel and Zain shows volatility. 
This has been observed from standard deviation analysis of both companies. 

 Wireless subscription in the Indian telecommunication sector has been increased to 
38.5% from the year 2008 to 2013. 
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 Revenue of Indian telecom industry has shown only an increase of 5.89% from the year 
2008 to 2013. 

 Bharti  Airtel has strengthened its leadership position with 19.4% market shares in 
India. 

CONCLUSION  
 
 The study analyzed Idea Cellular's acquisition of Spice Communications. It examined the 
effect of the merger on the wealth of shareholders of both the companies by comparing pre and 
post merger financial ratios and the behavior of share prices. The results failed to support the 
fact that value is created for the shareholders of the merging entities. Focusing on the period 
around the announcement date, it is observed that negative excess returns prevail in the 
market. Also the difference in the returns cannot be attributed to merger announcement alone. 
There are external factors also in play that affect an organization. 

This study will add to the literature of M&As. Although there have been M&As in the 
Indian telecom sector, to our belief, no such study has been taken up in this sector yet. This 
paper will help the readers gain an insight into the problems and gains associated with an 
acquisition. The case that we have picked up involves players that are domestic and hence it 
helps to understand the Indian scenario better. There were few limitation in the study carried 
out in this dissertation.  

The first and the foremost limitation of this study is that we didn't take in to account the 
external economic conditions to analyze the shareholders' wealth. The excess returns may be 
due to some external factors affecting the stock price of target or bidding firm and in these 
conditions it could be erroneous to conclude that shareholders wealth is maximized by 
acquisition or merger. 
  The model used relies heavily on market values, and there may be a possibility of 
shareholders overvaluing the shares. 

The study doesn't look at other factors that can affect shareholders' returns such as 
means of payment (equity, cash), international diversification, merger motives and the nature of 
markets. 

The long term effects of a merger in terms of financial performance can be analyzed only 
in due course of time. Finally, the study cannot be generalized as it could not be justified on the 
basis of a single case study. 

This study proves that Merger have added sufficient value to the company as well as the 
shareholders. The sample selected has shown that mergers do add value to the acquiring 
company, which can be seen through the performance of the companies. The stock price of the 
companies have increased post merger and the market capitalization of the company has also 
increased. 
 The study shows that companies can use merger as a tool not only to grow but also to 
throat competition. This study has shown that the synergy has worked in case of the sample 
selected. Companies can use merger as a tool to grow, increase their market share, to ward off 
competition, improve their performance etc. The study also concludes that the acquiring firm 
will utilize their resources more effectively post merger. Probably this is the reason why the 
companies make a beeline to acquire another company and go on a buying spree. 
 The selected one of the case study is one of the samples for largest cross border merger 
and acquisition in which the target company has their base in more than 15 countries. This 
study shows highly significant positive changes in favors of both target and acquiring companies 
which is supported by the fact that above selected company is very close to being global leader 
in its segment presently. This shows that this kind of mergers and acquisition can take a 
national leader to the position of being a global giant. 
 This study shows that there are many opportunities which are still available to BAL as a 
bench mark industry in the sector. 
 
AS PER STATISTICAL ANALYSIS 
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 After merger company had earned more operating profit which shows that Indian 
companies have more opportunities to grab outside India. At the same the net profit of BAL has 
also increased, but not as much as compared to the operating profit .The reason behind may be 
before acquiring Zain the debt ratio of BAL was less but after acquiring South African company 
Zain the debt ratio has increased drastically as BAL had taken financial help from lending 
institutes. This indicates BAL is paying more interest to debenture holders which will result in 
decreased net profit. 
 Analysis of return on asset of BAL shows that after merging they are utilizing their 
assets most effectively as Zain Telecom had already set up the base in terms of infrastructure ( 
As infrastructure is fixed capital in case of telecom industry). 
 This study has proved that merges have created value to shareholders as well as the 
company. But we can’t conclude by saying that all merger add value to the company, there are 
lots of mergers wherein the companies have failed to reap the benefit of merger. Even though 
this study might have proven that mergers create value to the company as well as the 
shareholders, it might not be true all the time. 
 
SUGGESTIONS 
 
 As the study shows positive result and a good strategic step taken by BAL to achieve 
their objective within a short period of time. There may be something BAL is lacking behind: 

 Airtel had paid more than the market value to acquire Zain i.e, 10.7 billion $, that is too 
much costlier for Airtel . As Airtel did hurry in this deal, if it had waited it would have got 
an opportunity at a cheaper rate which would added to Airtel and its existing share 
holder’s gain. 

 Market capitalization of Airtel is showing good results but not as per the expectations, 
Customers of Zain had left because of cultural factor. Even though Airtel is operating in 
South Africa as Zain but stil it is not successful in gaining the confidence of its local 
subscribers in South Africa. This shows that any cross border deals like this will be 
beneficial only if the acquired company play a supporting role, but in this case Airtel 
immediately after acquiring Zain shifted senior management team of Airtel to South 
Africa instead of taking help of Zain and its management to take charge of its operations. 

 If Airtel had paid their purchase considerations in form of share or 50% in shares and 
50% in cash they would have gained tax benefit. 

 Idea cellular is yet to tap the original potential of Indian rural market. 

 Idea cellular has to spread their network in every places to meet Bharti Airtel by 
providing better service to customer, 
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