Regulation, Taxes and the Market for Corporate Control in Belgium

Cynthia Van Bulle*

Theo Vermaelen**

and

Paul de Wouters***

*

K.U. Leuven, 3000 Leuven, Belgium.

**

INSEAD, 77305 Fontainebleau, France.

***

Management Centre Europe, 1040 Brussels, Belgium,

September 1988
Comments Welcome

We are grateful to George Pille of the Banking Commission for many insightful
discussions and for his generous cooperation in providing much of the data
used in this study. We are indebted to Piet Sercu, Dick Stapleton and
participants of the European Finance Workshop at the EIASM, the London
Business School and the European Finance Association 14th Annual Meeting for
helpful comments, as well as to Sunil Kashyap, Guy Robbeets, Janxia Song, and
Pieter Timmermans for outstanding research assistance. Financial support for
this study was provided by the Nationale Bank van Belgie, the Onderzoeksfonds
of the K.U. Leuven and INSEAD.

Abstract

This paper examines the effect of regulation and taxation on the
characteristics of the merger and acquisition process in Belgium. Regulatory
provisions are reflected in the fact that Belgian bidders own large toeholds
in the target before they engage in takeover bids. Although these toeholds
don't have to be disclosed, bidders don't earn any significant returns as a
result of the takeover. We explain this by the fact that corporate voting
laws force potential bidders to negotiate with major shareholders. It is also
found that tax considerations outweigh all other factors when a firm chooses
to pay with cash or with shares.
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1.

Introduction

The recent attempt of the Italian financier Carlo de Benedetti to
take over the largest Belgian holding company, the Société Generale,
has put Belgium (at least for a while) on the forefront of the
international takeover scene. The newly elected Belgian Government
swiftly responded by proposing "anti-raider" disclosure legislation
similar to rule 13-d in the U.S.: owners of 5% of the firm's shares
will have to disclose their ownership. The stated purpose of this
legislation is to protect "the company", which presumably includes its
shareholders. Whether these shareholders need this protection is an
empirical issue that we plan to address in this paper.

This paper is a study of the Belgian market for corporate control, in
particular the effect of mergers and takeover bids involving Belgian
firms during the period 1970-1985. Previous published evidence on
Belgian data is limited to mergers before 1976 (Gagnon, Brehain,
Broquet and Guerra (1982)). Although this topic has been extensively
researched in many other countries (for a survey of U.S. and European
evidence see Jensen and Ruback (1983), Jarrell, Brickley and Netter
(1988) and Hawawini (1984)), there are a number of reasons why the
Belgian experience may be of interest to researchers in other
countries.

As will be explained in detail infra, regulation of takeover activity
and taxation of capital gains are different in Belgium than in other
countries. Hence, the Belgian regulatory and tax environment allows
testing for the relevance of institutional factors for the
characteristics of the acquisition process. Moreover, although when
thoroughly investigated, the topic remains controversial: the evidence
from other countries is ambiguous in the sense that it is not clear
whether acquiring firms lose or don't benefit from mergers. Jensen and
Ruback (1983) interpret the studies they survey as evidence that
acquiring firms don't lose. Roll (1986) argues that the evidence on
U.S. mergers is consistent with the hypothesis that there is no net
aggregate gain to mergers: there is only a distribution of wealth from
losing acquiring corporations to (overpaid) acquired firms.
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This paper takes off with a detailed description of the regulatory and
tax environnent surrounding mergers and takeover bids in Belgium.
Although disclosure requirements are less important than in other
countries, it seems clear that other specific regulatory provisions and
corporate voting laws could create large costs to potential bidders.
Moreover, in contrant to many other countries, the mode of payment
(cash or shares of the bidder) does not affect the taxation of gains in
takeover bids, while it does in mergers. Section three reports on the
resuits of takeover bids. It is found that, on average, bidders don't
earn abnormal returns, while target firms earn excess returns of 37% on
average. The effect of the Belgian regulatory provisions is reflected
in the large toeholds of the bidder and the fact that direct offers for
corporate control, without prior negotiation with a large block
shareholder, are very uncommon. It is also found that large bidder
toeholds are bad for the target. On the other hand, the presence of a
large negotiating target shareholder improves target returns. Section
4 analyses the returns arising from mergers. It is found that
shareholders of target firms only realise excess returns of 6%, on
average, while bidders don't gain or Jose. Consistent with these small
returns it is found that mergers actually involve much smaller changes
in control than takeover bids. The finding that mergers are typically
financed with shares of the bidder and takeover bids are financed with
cash, suggests that tax considerations outweigh all other factors when
firms have to chose a payment form. Section 5 summarises our findings
and conclusions.

2

Regulation and taxation

2.1

Regulations of Acquisition activities: description

The Belgian equivalent of the S.E.C. is the Banking Commission
(henceforth, the Commission). This is an organism set up to supervise
banking and investing activities, as well as the issuing and trading of
securities. The Commission bases its rules on three general stated
principles: 1) equal treatment of all shareholders; 2) maximizing
the flow of adequate information and 3) avoiding "disturbances" in the
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capital markets. The area of influence of the Commission often exceeds
the authority conferred to it by law, so that corporations seldom make
a move without taking into consideration the Commission's point of
1
view.

A firm can obtain control of another corporation in four ways: by
buying shares in the open market, by buying a controlling block from a
major shareholder in a private transaction, by making a public tender
offer for a number of shares of the target firm or by negotiating a
merger with the target firm's management.

The purchase of shares in the open market is essentially unregulated.
In contrast to the U.S. where investors who own more than 5% of a
firm's shares have to file a 13-d disclosure form with the Securities
and Exchange Commission within 10 days, no filing requirement
2
(currently) exists.

If a firm acquires control of another company through a private
transaction, and pays a premium to the selling shareholder(s), a public
3
tender offer has to be made to a11 the remaining shareholders, under
the same terms (same tender price, adjusted for rights issues,
dividende, etc.) as the private transaction. The Commission
determines when a transaction involves a transfer of control rather
4
than simply a portfolio investment . It is therefore not surprising
that, before purchasing a large block of shares, bidders inquire
whether the Commission will require an extension of the bid to the
other shareholders. In addition, transactions in which more than one
third of the shares of a firm operating in Belgium and with a book
value of equity of at least 100 million Belgian Francs change hands,
have to be reported to the regulatory authorities. Because private
transactions do not have to be reported, the tender offer bid often
represents a joint announcement of (1) a completed private transaction
and (2) a proposed public tender offer.

Since 1964 takeover bids fall under the jurisdiction of the Commission.
As Wtterwulghe (1983) notes: "Although the Commission's powers are
rather limited from a strict juridical point of view, it possesses
significant de facto influence on companies planning to launch takeover
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bids ... the threat of these sanctions has proved to be as effective as
the power of authorization would have been."

Specifically, the Commission requires to be notified by the bidding
firm at least two weeks before the takeover bid is made. In order to
"prevent insider trading on the basis of rumors" the bidder has to
publish the terms of the offer "immediately" (ie., before the bid is
approved by the Commission). Before the offer becomes effective the
bidding firm also has to disclose the prospectus to the target firm's
management and give it the time (a few days) to express its opinion on
the offer. The bidder has to provide the Commission with a prospectus
in which ail shareholders are informed about a number of
characteristics of the bidder, the terms of the offer and the target
firm.

Information on the bidder includes balance sheets, composition of
management and ownership structure and the purpose of the offer. Terms
of the offer include offer price, offer period, the number of shares to
be purchased and conditions under which the bidder will cancel the
offer. Information on the target company includes various estimates of
the value of the shares (using net asset values, market values,
discounted earnings, and/or present value of expected dividends). The
Commission recommends that "the price offered should reflect the value
of each share as far as practicable, taking into account the
uncertainties inherent in asset valuation." This valuation procédure
is also performed for tax reasons: in "friendly" takeover bids of
related companies it is not uncommon for the management of the bidding
firm to own shares of the target firm. Unless the bid price is "fair",
5
the management will be taxed on the gains from tendering its shares .

If a takeover bid is successful and the Commission feels (after
discussion with officials from the Brussels Stock Exchange), that not
enough shares remain publicly traded after the bid to keep the target
firm listed, it requires the firm to extend the offer to ail remaining
6
shareholders for at least 6 months after the original bid . In other
words, non-tendering minority shareholders may get a 6 month put option
7
if the offer turns out to be successful and the stock is delisted . In
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general, the Stock Exchange will delist the stock if the bidder
acquires more than 90% of the shares.

With respect to counter-bids, the Commission requires the same
procedure as for regular bids. However, the counter-bid must be at
least 5% above the original bid and each subséquent offer must be at
least 2.5% above the preceding offer. The Commission also requires the
bidder to release the target shareholders who would prefer the counterbid, but who have already tendered their shares.

Special rules apply to bids made by foreign corporations. Originally,
the 1967 Royal Decree required the permission of the Minister of
Finance for takeover bids by foreign companies. After this was
declared a violation of the treaty of Rome, this requirement currently
(ie., after July 1972) only applies to bidders outside the E.E.C. The
stated purpose of this law is to prevent disruption of "employment and
economic planning". New regulations concerning crossborder mergers and
takeovers taking place across borders are expected to be proposed by
the E.E.C. by 1992.

Because mergers (in contrast to public tender offers) are negotiated
between the management of the two companies involved (and, therefore
are not considered as an offer to the "public") they fall outside the
jurisdiction of the Commission. Nevertheless, the Commission has
provided a number of recommendations, mainly regarding the information
to be provided to the stock holders. In addition, when the surviving
company is listed on the stock market but the target firm is not, the
Commission has to be notified before the merger: in this case "new"
shares are issued so that the Commission has to provide its nihil
obstat.
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2.2

Regulation of takeover activity: discussion and evaluations

The previous paragraph shows that regulation of takeover activity
covers two broad areas: information disclosure, and protection of
minority shareholders.

2.2.1 Disclosure regulations

Several authors have argued that disclosure regulations have shifted
wealth from bidders to targets because increased disclosure encourages
competing bids. In the U.S., the introduction of the Williams Act in
1968 (which increased disclosure requirements) was followed by higher
premiums to targets (Bradley and Jarrell (1980) and lover returns to
potential and actual bidders (Schipper and Thompson (1983)), Asquith,
Bruner and Mullins (1983)). Eckbo and Langohr (1988) reach similar
conclusions employing French data: after disclosure regulations were
introduced in 1970 offer premiums increased from 34 to 73%. They also
find that private tender offers for control, which are exempt from
disclosure regulations, produce significantly lover returns to the
target firm shareholders. However, Franks and Harris (1988) cast doubt
on these interpretations by showing that, in the U.K., target wealth
gains also increased after 1968, without any change in disclosure
regulations.

The main difference between Belgian and foreign disclosure legislation
(in the case of the U.S., the U.K. and France) is the lack of mandatory
disclosure of toehold acquisitions. In the U.S. and the U.K., an
investor has to disclose its ownership as soon as it exceeds 5%. The
lack of disclosure requirement may give a significant advantage to
bidders who can profit from the capital gains on their toehold, after
they gain control over the target firm. Thus:

Hypothesis 1: The absence of a disclosure requirement of prior
toeholds will provide bidders with a larger fraction of
the gain from the takeover than in countries where such
disclosure is required. The larger the prior toehold,
the larger the gain to the bidder.
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2.2.2

Protection of minority shareholders

The requirement that any private transaction in which a premium is paid
for majority control forces the bidder to extend the offer to all
minority shareholders, seems to be a deterrent to private transactions,
relative to public tender offers. However, considering that owning 25%
of the shares provides shareholders with a blocking minority in major
corporate decisions (such as new issues and mergers), such private
negotiations are likely to be inevitable. As Shleifer and Vishny
(1986) point out, large shareholders play a crucial role in reducing
agency costs resulting from separation between management and riskbearing. Considering the substantial practical difficulties in
reducing these agency costs (for a discussion, see Shleifer and Vishny
(1988)) concentrated ownership will be the rule rather than the
exception. Note that the 75% majority rule is significantly more
restrictive than the U.S. where companies can avoid restrictions in
their corporate charter by incorporating in states which impose little
constraints (see Dodd and Leftwich (1980)); in fact this rule is almost
equivalent to a supermajority clause in the U.S.

The requirement to treat ail shareholders equally effectively outlaws
two-tier takeover bids. In a two-tier takeover bid the bidder offers a
substantial premium over the market for a majority of the target's
shares. This first part of the buyout is then coupled with the promise
(or threat) of a "take-out" or second stage merger, in which the
remaining target shareholders receive a price well below the cash bid
price. This technique, which is common in the U.S., encourages the
success of a takeover bid because it eliminates the so-called "free
rider" problem (See Grossman and Hart (1980): if the benefits to the
bidder corne from buying the target at a price below the post-offer
price (eg., through improvement of the target management) individual
shareholders who can't affect the outcome of the offer, have an
inventive not to tender their shares. Note that, as Bradley (1980)
points out, the free rider problem will be mitigated if the
profitability of the bidder (also) increases as a result of the
takeover.
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A counter argument to the two-tier takeover procedure (see Bebchuk
(1983) and Lowenstein (1983)) is that shareholders may be forced to
tender to a bid they don't believe to be the best possible. Worse, in
some cases they may even be forced to tender, even if, as a whole, they
will be made worse off than if no bid took place (creating the so
called "prisoner's dilemma"). However, evidence in the U.S., reported
by Comment and Jarrell (1987) shows that two-tier takeover bids do not
8
cause the expropriation of target shareholders.
The reason is that a
number of factors reduce the empirical relevance of the prisoner's
dilemma: (1) competing bids would be attracted because other companies
would realise that the target firm is being bought below its true
value; and (2) various "shark repellents", which allow target
management to defend itself against unwanted suitors: supermajority
provisions in which the percentage of votes required for stockholder
approval of mergers with "related stockholders" (those that already own
a substantial percentage of the stock) is increased (see Carney
(1986)); repurchase tender offers by which the target creates its own
counter bid (see eg., Vermaelen (1984), Jensen (1986), Stulz (1988) and
Bagwell (1988)). Not ail of these conditions apply in Belgium.
Repurchase tender offers are not a good anti-takeover device for
Belgian firms because of regulatory and tax reasons (see Vermaelen
(1986)). On the other hand, corporate law which requires approval of
75% of the shareholders in mergers, makes supermajority the rule rather
than the exception. Moreover, companies can indirectly buy back their
own stock by having a subsidiary (a friendly bidder) make an offer for
the parent's shares.

If two-tier takeover bids are ruled out, bidders in Belgium can
nevertheless try to overcome free rider problems in three other ways.
First, they could make unconditional tender offers, ie., offers without
minimum limit, so that non-tendering shareholders are made worse off if
ultimately the bid fails. Note that the free-rider problem occurs
because, if the bid fails, the shareholder will be equally worse off,
whether he tenders or not. In unconditional tender offers, the nontendering shareholder will be worse off than the tendering shareholder
when the bid fails. Hence, not tendering is no longer an obvious
optimal strategy for the small, atomistic shareholder. However, this
procedure will make unsuccessful bids very costly to the bidder.
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Second, the bidder could directly negotiate with large shareholders who
own controlling blocks (and who, in contrast to small shareholders,
have an impact on the outcome of the offer). In this case, the
Commission's requirement to extend the offer to ail other shareholders
will also make the offer more expensive than a public offer for
majority control. Finally the cheapest alternative to the free rider
problem may be to purchase shares "quietly" in the open market (see
Schleifer and Vishny (1986)), an activity which in the past (in
contrast to the U.S., U.K. or France) was not subject to any disclosure
regulation. Thus,
Hypothesis 2: Considering the Belgian regulatory environnent, we
expect that (1) offers will tend to be unconditional,
(2)prior bidder ownership (toeholds), will be large and
(3)many tender offers will result from purchasing a
controlling block at a premium.
Hypothesis 3: The Banking Commission's regulations and corporate
voting laws make negotiations with large shareholders
(who own controlling blocks) almost inevitable. Thus
bidders will earn lover returns than in countries where
such legislation does not exist. The larger the size of
the controlling block, the lover the bidder returns.
Note that free rider and prisoner's dilemma problems are only relevant
when a bidder faces dispersed atomistic shareholders who are unable to
collide

Comment and Jarrell (1987) observe that tender offers in the

U.S. are typically negotiated and argue that "the bargaining power of
target management

reduces any tactical advantage bidders may have

as a result of diffuse atomistic ownership of the target's common
stock".9 Brown (1988) argues that two-tier takeover bids are set up
for tax reasons: by having a non-taxable second stage the bidder tries
to induce shareholders with high capital gains taxes to tender.

2.3

Taxation of merger and takeover gains in Belgium

A distinction has to be made between mergers and takeover bids. In a
merger, the target firm and the target shareholders are both exempt
from any taxes when the acquisition is financed with stock. In a cash
merger, either the target firm or the target shareholders have to pay
"liquidation taxes" or capital gains taxes. The bidder is exempt from
taxation.

In a takeover bid, the target firm is not taxed. Target shareholders
have to pay capital gains taxes, regardless of the means of payment.
Thus, in Belgium, capital gains to target shareholders in takeover bids
are taxed the same in cash offers and stock offers. This tax regime
contrants with the U.S. (and the U.K.) where cash acquisitions are
taxable and equity acquisitions are not. Hence, in order to explain
(in the U.S.) the use of cash as a means of payment, one has to appeal
to (1) the "trapped equity" theory (King, (1988)) who argues that a
cash acquisition may be an efficient way to make distributions to
shareholders (as an alternative to dividends or stock repurchase), to
(2) signalling models (Myers and Majluf (1984) and Miller and Rock
(1985)) who argue that payment with shares will reveal bad information
to shareholders, or to (3) agency theory (Jensen (1986)) which suggests
that firms with excess cash-flow have incentives to use this cash in
acquisitions rather than returning the funds to the shareholders.
Another explanation for the use of cash may be the fact that target
firm policy changes are easier to implement if the target shareholders
10
do not obtain voting rights in the bidding firm.
This may be
especially the case where bidder and target are of similar size.

Past research on the choice of the means of payment in acquisitions
include studies which compare the announcement returns around cashfinanced and equity-financed acquisitions. Asquith, Bruner and Mullins
(1986), Wansley, Lane and Yang (1983), Niden (1986), Huang and Walking
(1987), Franks, Harris and Myer (1988) and Eckbo and Langohr (1986)
provide evidence that cash offers generate larger returns to targets
than share offers in the U.S., U.K. and France. This is consistent
with the hypothesis that capital gains taxes (to be paid in cash offers
but not in share offers), are important: in cash offers the targets
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have to be compensated for the increased tax liability, so that their
pre-tax returns have to be higher. In order to explain why bidders
would be willing to pay for these taxes (rather than pay with shares)
one has to point to the offsetting advantages of using cash mentioned
in the previous paragraph. A more direct test of the relevance of
taxes for the choice of the means of payment is presented by Franks,
Harris and Myers (1988) who examine the use of cash and share offers in
the U.S. and in the U.K. from 1955 to 1984. They conclude that many
results are difficult to explain on the basis of tax effects.

The Belgian tax environment permits testing for the relevance of taxes
on the acquisition process through the following hypothesis:

Hypothesis 4: The Belgian tax environment implies that if there are
any non-tax related advantages of cash offers, ail
takeover bids will be financed with cash.

Hypothesis 5: Because in mergers, equity acquisitions have a clear tax
advantage over cash acquisitions, we predict that,
unless there are significant non-tax related advantages
of cash offers, mergers will be financed with stock.

3

The Effect of Takeovers on Common Stock Prices

3.1

Data

Data on takeovers include ail tender offers made between January 1970
and December 1985, in which at least one of the firms involved (the
bidder or the target) was a Belgian company quoted on the Brussels
Stock Exchange. Data were taken from the annual reports of the Banking
Commission. Information on the terms of the offer and toehold
acquisitions were taken from offer prospectuses.

Over the period the Banking Commission supervised 198 tender offers,
out of which 106 involved at least one quoted Belgian company; a
number of these cases were dropped either due to lack of trading around
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the event or because further analysis showed they were not really
11
takeovers . A breakdown of these figures over time is shown in Table
1, which shows that, in contrast to the U.S., there is no significant
rire in takeover activity in recent years.

This selection process finally identified 86 takeovers involving 63
quoted target firms and 57 quoted bidders. In only 23 cases both the
bidder and the target were traded on the Brussels Stock Exchange.

Consistent with hypothesis 4, the overwhelming majority of takeovers
are cash tender offers: in only six cases the target shareholders were
offered shares. Out of this total, in four cases bidders used their
own shares, whilst in two other instances shares from a third company
(controlled by the bidder) were offered. In only one of the events, a
bond issued by the bidder vas added to the share offers.

Two clear cut type of tender offers can be distinguished: those made
directly to the public and those which are a follow up of a private
transaction in which a major block was transferred. Information
provided by the tender offer prospectus was used to determine in which
category each observation fell.

The main characteristics of each subsample are shown in Table 2. The
total sample splits almost equally between both methods, with the
proportion holding constant over time. From the offer prospectus we
were able to infer (1) prior bidder ownership of the target shares
before any private transaction, (2) the number of shares acquired in a
private transaction immediately before the bid (if such transaction
occurred). The first number is denoted as prior ownership "6 months
before the bid" and the sum of (1) and (2) is defined as the ownership
"1 month before the bid". Of course, the distinction is only relevant
for follow-up tender offers. The bidder's ownership 6 months before
the takeover is much higher in the case of a direct tender offer (47%
vs. 15%). The fraction of shares sought after the tender is higher for
the follow up cases (98% vs. 90%). This is because in follow up
tenders (where the bidder bought a large block at a premium) regulation
requires that the bid is extended to ail shareholders. Private
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transactions on average allowed bidders to control an incremental 47%
of the firm, leaving them with a toehold of 62% before the tender.

Table 3 provides more details on the distribution of prior ownership.
Approximately 1/3 of the direct offers are made without (disclosed)
toeholds, while 1/3 of the direct offers could be characterised as
minority buyouts where the bidder already owns 75% of the target
shares. In follow-up tenders, however, 61% of the bidders started
negotiating with a major shareholder, without any toeholds.

The characteristics of the sample are largely consistent with
hypothesis 2. First, 86% of the offers are unconditional, in contrast
to the U.S. and the U.K. where offers are typically conditional upon a
minimum number of shares tendered (Franks and Harris (1988)). Second,
bidders who want to make direct offers for control, accumulate much
larger toeholds than is typical in the U.S. or in the U.K. For
example, Comment and Jarrell (1987) report an average toehold of 11.4%
in the U.S. Franks and Harris (1988) find that in 1061 out of 1441
U.K. acquisitions bidders did not own any shares prior to the bid.
Finally, considering that ovning 25% of the shares effectively
constitutes a blocking minority, bidders are forced in almost half of
the cases to negotiate directly with a large shareholder who, on
average, holds a controlling block of 47.2% of the shares.

3.2

Methodology

A classic event-study was performed where the event is the month of the
start of the public tender offer. First the monthly rate of return on
the bidding and target firms (when available) was regressed against the
monthly rate of return of an equally weighted market index using 18
months of data, starting two years before the event.

We assume that stock returns respond to the market model (see Fama
(1976)):

R

it

a. + S. R

1

1

mt

+ e.

(1)
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WhereRit = rate of return on stock i in month t
R
= rate of return on the market index
mt
2
S. . cov(R
R
)/a (R )
1
it' mt
mt
1
eit

E(R.) - S. E(R )
1
1
mt
disturbance term with expected value of zero

The model states that, given estimates of ai and Si, and given the rate
of return on the market, Rmt, the expected rate of return on stock i in
the observation month t is equal to

(2)

E(Rit/Rmt).a. +S R
1
mt

The market index is composed of the 58 mort actively traded stocks on
the BSE in the period. This index represents 80% of the market
capitalization on the BSE. No effort was made to define a more
precise announcement month for two reasons. First, from the offering
prospectuses in which the announcement was mentioned, it is clear that
there is only a small time lag between the announcement and the start
of the offer (usually less than a month). Second, considering that
many tender offers are triggered by private transactions, it is likely
that information leakages will precede any official announcement
(especially in a small market where there is no legal restriction on
insider trading.)

Using these results from the estimation period, in each month t
relative to the event month (month 0), we compute the average
prediction error, ARt as

n
t
AR = E U /n
t . it t

where

.

t

for t = -6, -5, ..

, +6

(3)

, the prediction error for stock i at time t, is

- E(R /R )
U. = R
it
it mt
it

(4)
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The number of observations used to compute the average prediction error
is indicated by nt; this number may change each period after the event
if, as it happens with target firms, shares are delisted and therefore
do not contribute to the average.

An estimate of the standard deviation of the average monthly prediction
error in period t is given by st, which is computed over a period
unaffected by the event, ie. the 18 month period starting 24 months
before the event and ending 7 months before the event.

s
t

7
7 A
2
i1/17 e.1 [AR
)/18]
24
et - ( e=124 et

t = -6, -5,

(5)

5, 6

where AR
are the average monthly prediction errors in month e,
et
calculated over ail the firms which contribute to the average
prediction error in period t.

To test whether the average prediction error at time t is statistically
significantly different from zero, we compute the test statistic

x

t

= AR /s
t t

(6)

On the assumption that the prediction errors are independent drawings
from a stationary normal distribution xt is Student's t distributed
with 17 degrees of freedom. The same null hypothesis is also tested
non parametrically by computing the Wilcoxon centered signed rank
statistics W, computed according to Lehmann (1975).
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The cumulative prediction error, CARI from month -6 until month T is
computed as

CART = E AR
t
-6

(7)

To test whether the cumulative prediction error up to month T is
statistically significantly different from zero we compute the test
statistic

YT = CART/(ST/T)

(8)

in which S is given by the following expression
T
T
2
S
[ E (s )]
T =
t
-6

(9)

Under the assumption that the average prediction errors are independent
drawings from a stationary normal distribution the statistic YT is
Student's t distributed.

3.3

Results

3.3.1 Total sample
In the total sample, bidders offered, on average, a premium of 47.5%
above the market price six months before the bid, for 39.5% of the
shares. Premiums are computed relative to the stock price 6 months
before the offer. We also computed "market model" adjusted premiums.
The results in Table 2 show that both methods lead to similar results.

As Table 4 and Figure 1 show, on average, the 63 traded targets
experience abnormal returns of 37.6% in the 6 months leading up to the
takeover bid. Abnormal returns to targets are significantly positive
in the 5 out of the 6 months before the event and in the month of the
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bid itself; a significant decline is observed in months +1 and +2
12
On average, the 57 bidders
decreasing the wealth gain to 33%.
experience no significant positive or negative abnormal returns. Table
5 (part A) shows that these results are not caused by a few outliers.
From 6 months before the bid, up to 6 months after the bid (or the last
month of trading)•67% of the targets earn positive returns. The
corresponding percentage for bidders is 54%. In addition, the mean
excess return is significantly different from zero (at the 1%
significance level) for the targets, but not for the bidders.

As from the month after the takeover bid an increasing number of
targets start to be delisted (because less than 90% of the shares are
publicly held) the post-takeover price behaviour is not comparable with
the pre-takeover price behaviour. Samples were made comparable by only
considering the 33 target firms which continued to be traded until 6
months after the bid. Figure 1 shows that, although the basic
conclusions remain unchanged, the abnormal returns to targets in the 6
months before the bid fall to 27%. Firms which are delisted after a
tender bid are also offered a higher than average premium: in the
total sample an average premium of 48% was offered compared to 29% in
the sample of continuously traded firms.

The analysis was repeated assuming that a and g in the market model are
respectively zero and one. Table 6 and Table 5B show that abnormal
returns behave in much the same way as those shown in Tables 4 and 5A
respectively. As an additional check the average of the intercepta
estimated for the market model is not significantly different from
zero.

The results presented so far show that, on average, bidders earn zero
or small negative abnormal returns, while targets earn significant
positive excess returns. Although the excess returns to targets are
much larger than the small negative returns to bidders, one cannot
conclude from the results that takeovers create net wealth increases,
because, on average, bidders are 13 times larger than targets. In
order to estimate the net wealth change, we multiplied the market value
of the equity of bidder and target 6 months before the announcement
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with the abnormal performance index. The abnormal performance index
for security i, APIi is computed as

0
API. . E
(1 + U. )
lt
t.-6

(10)

The results in Table 7 show that, on average, bidders gained 12 million
BF in value (which is not significantly different from zero) while the
targets realised a significant (t = 2.60) average value increase of 45
million BF. Ail 85 takeover cases combined result in a total wealth
increase of 3,446 BF. We conclude that takeover bids generate net
wealth increases for the shareholders of targets and bidders combined.

3.3.2

Direct vs. follow up tender offers

When the total sample is split according to the type of tender offer,
the results are similar but when the tender offer results from a
private transaction, target gains are much higher and are earlier
reflected in security prices (see table 8 and figure 2). In these
follow up tenders target firms realise an average abnormal return of
46% from the beginning of the test period up to the month of the event,
with ail but one average return significantly different from zero; in
the months after the tender no significant abnormal returns are
observed. On the other hand, in direct tender offers target firms
realise an abnormal return of 29% in the 6 months before the bid. The
two successive negative returns in the first and second month after the
event are possibly caused by delisting of target firms.

Bidders do not appear to realize any significant gain, or loss, in the
case of follow up tenders. But in the case of direct tender offers a
significant and permanent negative return of 4% (t = -3.13) is observed
three months before the tender.

Hence, we conclude that both bidders and especially targets are better
off in follow up tenders than in direct offers for control. This is
not surprising, considering that, unlike follow-up tender offers,
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direct offers do not involve a crucial change in control: on average,
bidders already own 47% of the shares before they make a bid.

3.3.3 Toeholds and the distribution of shareholder gains

Proponents of disclosure regulation argue that bidders get an unfair
advantage in Belgium because, unlike in the U.S. or the U.K., they
don't have to disclose their holdings in the target firm. The
preliminary results of this paper provide no support for this
contention. If anything, bidders earn smaller returns in Belgium than
in the U.S. and the U.K. Moreover, the average abnormal return to
targets of 37% is not significantly smaller than the return realised by
the average U.S. or U.K. target firm (see for example, Jensen and
Ruback (1983), Franks and Harris (1988)).

We explain this by arguing that the other regulatory features of
Belgian takeover and voting laws, such as (1) the requirement to extend
a private offer to all other shareholders and (2) the need to own 75%
of the target firm shares in order to ensure control, counterbalances
the lack of disclosure regulation, so that, on average, Belgian bidders
don't earn more than their foreign counterparts.

A counterargument may be that it is impossible to measure the gains to
the bidders because of imprecise announcement dates and because bidders
are, on average, 13 times larger than targets. We can accommodate this
criticism if we adopt the framework of Schleifer and Vishny (1986) who
assume that the gains to bidders arise from the capital gains on the
toeholds they acquire before any news about the takeover is reflected
in security prices. The net gain to bidders is then computed as

GAIN = [[P - P ]N - (P - P )N ]/SIZE
T
E
E T
o p

(11)

where

P
E

target stock price per share 5 days after the expiration of the
bid
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P = price per share of the target firm 6 months before the takeover
o
bid, adjusted for market movements.
N = number of target shares held by the bidder "6 months" before the
bid
P
tender price
T =
N = number of shares of the target firm acquired by the bidder as a
T
result of the bid (including private transactions)
SIZE is the market value of the bidder 6 months before the takeover.

Hence, the first part of the gain measures the holding gain on the
toehold, while the second part measures the cost from overpaying the
tendering shareholders. Because the computation requires both bidder
and target to be traded at least until the day after expiration, the
sample is limited to 26 observations.

The results in Table 9 show that, on average, bidders did not earn any
significant positive or negative returns around the takeover. This
result may seem surprising, considering that the bidder should earn an
abnormal return on its toehold. However, because the average premium
paid to tendering shareholders is above the abnormal return to the nontendering shareholders (see Figure 1) the holding gains are ail but
washed out by the overpayment for the target shares.

Further insight into the effect of toehold acquisitions on the return
to bidders and target shareholders is obtained by regressing excess
returns against (1) the fraction of shares held by the bidder six
months before the bid and (2) for follow-up tender offers, the fraction
of shares purchased in the private transaction which preceded the
public tender offer. Because direct and follow-up offers have
different characteristics, regressions were run separately for both
subsamples.

The results in Table 10 show that the results are vert' different for
direct tenders and follow-up tenders. For direct tenders the
relationship between toeholds and excess returns is not statistically
significant. However, for follow-up transactions, one cannot reject
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the hypothesis (at the 5% level) that returns to target shareholders
are (1) significantly negatively related to the fraction of shares held
by the bidder before the negotiations with the controlling block
holders and (2) significantly positively related to the importance of
the large block holders. The existence of multicollinearity explains
why both variables don't turn up significantly when they jointly appear
in a multiple regression. Spearman rank correlations between toehold
positions and target returns and between the position held by a large
block hoider and target returns are equal to -0.60 (significant at the
1% level) and 0.38 (significant at the 10% level) respectively. For
bidders the results are not as strong, possibly because announcement
returns are much more difficult to measure.

We conclude that, although the lack of toehold disclosure regulation
has not hurt targets, on average, target returns are negatively related
to the fraction of prior ownership. At the same time, the presence of
a large shareholder which can directly negotiate with the bidder, is
beneficial for the target shareholders.

4

The Effect of Hergers on Stock Prices

4.1

Data

Data on mergers include ail mergers between January 1970 and December
1985 in which at least one company (acquiring or acquired) was listed
on the Brussels Stock Exchange. The data were collected from several
Belgian financial periodicals, in particular L'Echo et la Bourse, De
Financieel Ekonomische Tijd, Memento der Effecten and Le Recueil
Financier and include the merger terms and the date when the merger was
submitted to the acquiring shareholders meeting for approval. Because
mergers are not subject to the control of the Banking Commission or any
other regulatory entity, we are less confident about the completeness
of this sample than the one of tender offers. Firms that were not
continuously traded around the event or delisted before the actual
merger announcement were excluded. In addition, six mergers were
preceded by public tender offers. Since it could be argued that al
information is revealed to the market by the first event these
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observations were also dropped from the sample. In this manner we
identified a total of 82 mergers involving 76 traded acquiring firms
and 48 traded acquired firms. Out of this total, in only 32 cases both
the target and the bidder were traded on the Brussels Stock Exchange.

Ail mergers in the sample resettled by exchanging the targets' shares
for new shares of the acquiring company. This result is consistent
with hypothesis 5: tax savings are apparently much more important than
any other advantages from cash payments.

Table 11 shows the distribution of mergers through time. Except for
the merger wave in 1973, no outliers or identifiable trends can be
detected.

4.2

Methodology

The methodology is essentially the same as for takeovers. Abnormal
returns are examined around the month the merger was submitted for
approval to the shareholder's meeting. Estimation and observation
periods relative to the event date were the same as those considered in
the case of tender offers.

4.3 Results

The average prediction error AR, as well as the cumulative error CAR,
for 76 acquiring firms and 48 acquired firms over a period spanning
from 6 months before the merger month until (at least for the acquiring
corporations) 6 months after are shown in Table 12.

Stock prices of the acquired firms (targets) increase abnormally and
significantly by approximately 8.5% (t = 3.70) in the 3 months before
the merger. Acquiring firms earn small abnormal returns of 2.1% (t =
1.83) in the 6 months prior to the merger. Both targets and bidders
earn significant negative returns in the event month of - 2.3% (t = 2.5) and -1.7% (t = -3.71), respectively. Note that, at that time, the
exchange ratio has already been set, so that the target firm's stock
price mirrors the bidder's performance. In the next 5 months, bidders
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earn zero or negative returns, so that the cumulative average abnormal
return from 6 months before the mergers until 6 months after is -1.20%.

The results are largely consistent with results based on U.S. and U.K.
data (see Jensen and Ruback (1983), and Franks and Harris (1988)) who
report, for bidders, positive excess returns before the merger and
13
negative returns afterwards.
The fact that bidders earn positive
returns prior to the merger and negative returns during the merger
month is consistent with the hypothesis that bidders try to take
advantage of an overvalued stock price when negotiating a merger. Note
that insider trading is completely unregulated in Belgium. The results
are also consistent with asymmetric information models of Myers and
Majluf (1984) and Miller and Rock (1986), who argue that issuing
equity is "bad news".

4.4

Shareholder returns and management changes

The results indicate that target shareholders are significantly better
off in takeover bids than in mergers. Similar findings in the U.S.
(eg. Jensen and Ruback (1983) and Huang and Walkling (1987)) have been
explained by tax arguments: tender offers are generally cash offers
and taxable, while mergers involve an exchange of shares and are tax
exempt. Thus, bidders have to compensate the shareholders for their
increased tax liability in tender offers. Although takeover bids in
Belgium are, in principle, taxable for corporate shareholders and
mergers are not, it is unlikely that tax effects alone could explain
the difference: in Belgium individual shareholders are exempt from
capital gains taxes.

An alternative explanation could be based on Schleifer and Vishny's
(1986) analysis: if bidders own much larger fractions of the target
firm before they engage in a merger than when they make a takeover bid,
a merger will be typically less "unexpected" and generate smaller
abnormal returns than a takeover bid. Or, if the benefits from mergers
and takeover bids essentially arise from a change in control and,
because of larger bidder toeholds, mergers involve smaller changes in
control than takeover bids, one would expect smaller gains from mergers
than from takeover bids.
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In order to test the extent to which mergers and takeover bids involve
a direct change in control, we computed two measures. First, the
number of board members that sat on both the board of directors of the
bidder and target firm one year before the takeover or merger was
collected. This number of common directors vas then standardised by
dividing it by the total number of board members of the target and
bidders concerned. Second, we collected the number of "surviving"
directors, ie., directors of the target firm that remain on the bidders
board (as a percentage of the total number of directors) one year after
the merger or, in the case of takeovers, the percentage of target firm
directors which remained on the board of the target firm 1 year after
the takeover. The first variable measures the extent to which some
individuals are involved in the management of both the target and
bidder before the merger or takeover bid. The second variable measures
to what extent the managers of the target firm remain involved 1 year
after the bid. Data were obtained from the Memento der Effecten and
the firm's annual reports. In total we obtained information on 45
tender offers (23 direct offers, and 23 follow-up offers) and 54
mergers. The number of observations is small because the Memento only
contains listed firms.

The results in Table 13 show that, on average, the number of common
directors in mergers before the event was significantly larger than in
follow-up tender offers: 27.5% vs. 14.2% (t . 2.28). Although, on
average, direct offers are also characterised by smaller percentages of
14
common directors , the difference with the merger sample is not
statistically significant. Recall that the abnormal return to target
shareholders in direct offers is significantly below the return to
target shareholders in follow-up offers. Large differences arise when
we compare the survivorship variable. In mergers, target shareholders,
own on average, 33% of the board seats 1 year after the merger. In
takeover bids, this percentage is significantly smaller. We conclude
that, unlike in takeover bids, the target firm's management remains
heavily involved in the surviving firm's business after a merger.
Hence, mergers do not involve a drastic change in control of the target
because (1) the bidder already controlled a large fraction of the board
seats before the merger and (2) the target firm's management remains
involved in the surviving firm's operations. This may explain why
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mergers produce much smaller changes in market value than takeover
bids.

5

Summary and Conclusion

The results of this paper can be summarised as follows.

First, targets in takeover bids earn significant abnormal returns of
37%, on average. Bidders earn zero abnormal returns. These results
are similar to the ones reported by others in U.S., U.K. and French
data (see eg. Jensen and Ruback (1983), Franks and Harris (1988) and
Eckbo and Langohr (1988)), in spite of a different regulatory
environment. Therefore, we reject the hypothesis that bidders, in
Belgium, get an advantage over targets (or, equivalently, targets
suffer) because they don't have to disclose their toeholds. If
anything, results for bidders are worse in Belgium than, for example,
in the U.S., where some studies find significant positive (although
small) excess returns to bidding firms in takeover bids. We explain
this by arguing that corporate voting laws (which give a blocking
minority to any shareholder owning 25% of the stock) force potential
bidders to negotiate with major shareholders. These major shareholders
play an important role in negotiating the benefits from the takeover
bid: the more important the large shareholders, the more substantial
the gain to target shareholders. The beneficial effect of large
shareholders is consistent with Jensen and Meckling (1976) and
Schleifer and Vishny (1986) also argue that concentrated ownership
guarantees that managers and shareholders interests are alligned.

Second, the characteristics of Belgian corporate laws and regulations
are reflected in the nature of the takeover process. Since toeholds
don't have to be disclosed, bidders start from a much larger ownership
position in the target than in the U.S. On the other hand, corporate
voting laws and restrictions on two-tier takeover bids force bidders to
negotiate with large block holders.

Third, the returns to targets in follow-up tender offers (which follow
private negotiations with a large shareholder) are larger (46%) than in
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direct tender offers (29%). At the same time returns to targets in
mergers (6%) are much smaller than in takeover bids. Moreover, for
follow-up tender offers, target returns are negatively related to the
fraction of shares held by the bidder before the bid. Ail these
results are consistent with the hypotheses that shareholders in target
firms will benefit from takeover bids to the extent that there is a
fundamental change in control. A more fundamental change takes place
in follow-up tender offers than in direct tender offers or in mergers
(where the target firm directors remain, to a large extent, on the
surviving firm's board). The implication is that, research in mergers
and takeovers should control for prior ownership, when comparing
various subsamples of acquisitions in order to test for, eg. tax
effects.

Finally, the results are consistent with the hypothesis that, at least
in Belgium, tax considerations are the most important variable in
deciding whether the target will be paid with shares of the bidder or
with cash. In mergers, where share acquisitions are tax-exempt and
cash acquisitions are taxable, all transactions are share exchanges.
At the same time, when taxes are irrelevant (such as in takeover bids)
acquisitions are typically made for cash. Thus, the arguments made in
the literature for cash offers dont outweigh the tax implications, at
least in Belgium.
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Wtterwulghe (1988), p. 186, points out that this provision is practically
unknown to the public and even brokers, and therefore hardly ever occurs.

8.

Moreover they report that less than one third of the tender offers
executed between 1981 and 1984 used the two-tier system, and this
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Table 1
HISTORY OF TAKEOVERS

(Events per Year)

Observations Eliminated
Total
Tender Of fers
Supervised by
Firms
Not
Not
the Banking
Year Commission Quoted Takeovers Other

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

11
15
9
18
17
10
12
12

15
7
il
-J_
15
13
13
8
12
198

7
7
3
10
12
5
3
7
3
3
5
5
2

7
4
9
92

Sample
Used
in
Study

-

2

2
6
5
6
5
4
7
5
9
4
4
8
10
6
4
1

6

14

86

2
2
1

1

2
1
1
3

1
1
-

2
1

Notes: - Nost of the cases result from lack of prices in the
months preceding the event, due to temporary or
permanent delisting of the shares.

Table 2
MAIN DESCRIPTIVE STATISTICS OF TAKEOVERS SAMPLE
Direct
Tender

Follow up
Tender

Total
Sample

40

46

86

46.9%

15.1%

30.3%

57.5%
67.5%

13.0%
23.9%

33.7%
44.2%

46.9%

62.3%

55.0%

57.5%
67.5%

67.4%
93.4%

62.8%
81.4%

-

47.2%

-

Average Target Fraction

43.5%

35.9%

39.5%

Average Fraction Purchased

35.0%

23.3%

28.5%

Average Target Final Ownership

90.4%

98.2%

94.5%

Average Obtained Ownership

81.5%

85.1%

83.5%

40.5%
36.4%

52.1%
56.4%

47.5%
48.5%

BF 4787
BF 321

BF 3553
BF 191

BF 4202
BF 245

14.0

13.2

13.6

Observations
Average Prior Ownership (toeholds)
- 6 months before the bid (a)
Pct. Cases > 50%
Pct. Cases > 25%
- 1 month before the bid (b)
Pct. Cases > 50%
Pct. Cases > 25%
Average Privately Acquired

Average Tender Premium (6 months before)
- Unadjusted
- Adjusted (c)
Average Equity Size (Millions of BF)
- Bidders
- Targets
Average Bidder-To-Target Equity Ratio (d)
(a) number of target shares held by the bidder before any private
transaction
(b) number of target shares held after any private transaction (if it
occurred)
(c) premium is adjusted for market movements using the market model
(d) computed for subsample where cash bidder and target are traded

Table 3
PRIOR OWNERSHIP FREQUENCY DISTRIBUTION: Details

Direct Public Tender Offer: 40 cases
Prior Ownership of Bidder (6 months before bid)
0

0< <25% '25%«50%

Cases

12

1

Pct.

30%

2%

10%

Follow Ulp Tender Offer:

46 cases

Percentage
Acauired
Privately

4

50%«75%

>75%

10

13

25%

33%

Total

40
100%

Prior Ownership of Bidder (6 months before bid)
0< <25%

0

25%< <50%

50%«75%

>75%

Total

0< <25%

3

-

1

1

5

10

25%< <50%-

8

3

3

-

NA

14

50%< <75%

9

3

1

NA

NA

13

>75%

8

1

NA

NA

NA

9

Cases

28

7

5

1

5

46

Pct.

61%

15%

11%

11%

100%

Note: NA Not Applicable.

2%

Table 4

AVERAC-',F, ARNORMAL RFTURNS FOR TAKEOVERS
Fui] Sampl e<

t

ARt

-6
-5
-4
-3

-0.52
-0.6
-0.8
-1.9
-0.7

-2
-1
0
1

2
3
4
5
6

-0.2
-1.3
0.7
-0.5
1.0
0.2
-0.6
1.1

Bidders

(n = 57)

xt

W

n

YT

-0.42
-0.68
-0.94

57
57
57
57

-0.42
-0.54
-0.67
-1.67

-96.5
-124.5
-169.5
-180.5

-0.52
-1.1
-1.8
-3.7

57
57
57
57
57
57
57
57
57

-0.66
-0.21
-1.19
0.58
-0.46
0.87
0.16
-0.50
1.02

6.5
-14.5
-133.5
107.5
-91.5
-58.5
-46.5
-59.5
36.5

-4.5
-4.7
-6.0
-5.4
-5.9
-4.9
-4.7
-5.3
-4.2

-1.65
-1.77
-1.70
-2.03*
-1.69
-1.75
-1.38
-1.27
-1.36
-1.03

CART

YT

Targets
n

xt

t

AR t

-6
-5
-4
-3
-2
-0
1
2
3

1.72
1.2
4.5
5.2
10.2
8.7
5.1
-3.2
-2.3

53
63
63
63
63
63
62
57
54

5.72**
-3.60**
-2.28*

-0.2
1.1
1.5
1.1

45
38
37
33

-0.24
0.93
1.21
0.79

4
5
6

CART

1.90
1.37
5.02**
6.96**
11 .46**
':7--.7!. -

(n = 63)
VT

93.0
38.0
412.0**
312.0*
234.0
305.0*
392.5**
-177.5
-351.5*

1.72
2.9
7.4
13.6
2-,.9
32.6
37.6
34.4
32.1

1.90
2.32*
4.79**
7.62**
11 .94**
14.88**
15.94**
13.64**
11.82**

-84.5
-5.5
40.5
30.5

31.9
33.0
34.5
35.6

10.94**
10.47**
10.20**
9.69**

Notes: variables defined as follows:
t
Months relative to date of tender offer.
ARt Average prediction error in period t.
Number of observations in the period.
n
Test
statistic for H0: ARt=0.
xt
W
Wilcoxon centered signed rank statistic for H0: AR =O.
t
CART Cumulative prediction error from -6 to t.
YT

**

Test statistic for HO: CART=0.
Indicates that the corresponding AR or CAR is significantly
different from zero at 52 level based on the indicated
statistic.
Ditto at 12 level.

Table 5
DISTRIBUTION OF INDIVIDUAL ABNORMAL RETURNS FOR TAKEOVERS

Main descriptive statistics of the sample's individual abnormal
returns for periods -6 through period 6, or last possible period
if target was delisted after takeover.
CAR

A

G

=

EAR,

for t = -6, -5, ..., 5, 6

Using Market Model
Sample Size
Mean
Maximum
Minimum
Median
Skewness
Pct. Positive
t-Statistic Mean
Wilcoxon Cent. Signed Stat.

B

Assuming a = 0 5 = 1
Sample Size
Mean
Maximum
Minimuïri

Bidders
57
-0.3%
83.1%
-94.1%
2.5%
-0.11
54.4%
-0.09
-2.50

Targets
63
38.1%
317.0%
-50.5%
39.7%
2.72
85.5%
5.74**
797.50**

Sidders

Targets

57
-3.5%
86.1%

63
33.5%

Median
-2.6%
Skewness
-0.35
Pct. Positive
40.4%
t-Statistic Mean
-1.00
Wilcoxon Cent. Signed Stat. -125.50

-41.6%
28.9%
2.16
77.4%
4.72**
666.50**

Notes: * Indicates that the corresponding CAR is significantly
different from zero at 5% level based on the indicated
statistic.
** Ditto at 1% level.

Table 6
AVERAnE ARNORMAL RETURNS FOR TAKEOVERS
Full Sample
AbDormal Eturns Asspming çr. = 0
ji = 1

Bidders (n = 57)
t
-6
-5
-4
-3
-2
-1
0
1
2
3
4
5
6

ARt
-0.1Z
-0.6
-0.7
-1.9
-0.7
-0.2
-1.3
0.5
-0.8
0.8
0.6
-0.5
1.4

n
57
57
57
57
57
57
57
57
57
57
57
57
57

xt

W

-0.09
-0.50
-0.56
-1.63
-0.58
-0.24
-1.11
0.45
-0.66
0.66
0.51*
-0.42
1.20

-18.5
158.5
155.5*
-220.5
-55.5
-29.5
-260.5*
95.5
-122.5
-115.5
40.5
-77.5
112.5

CART
-0.1Z
-0.7
-1.4
-3.3
-4.0
-4.3
-5.6
-5.0
-5.8
-5.0
-4.4
-4.9
-3.5

YT
-0.09
-0.42
-0.66
-1.39
-1.50
-1.47
-1.78
-1.50
-1.64
-1.34
-1.13
-1.20
-0.82

Targers (n = 63)
ARt
-6
-5
-4

-2
-1
0
1
2
3
4
5
6

1.8Z
1.2
4.0
5.9
11.1
8.9
4.0
-3.8
-3.2
0.9
0.7
0.6
- 0.6

n
63
63
53
63
63
63
62
57
54
45
38
37
33

x,
2.11*
1.42
4.63**
6.82,
*
12.77**
10.29**
4.68**
-4.61**
-3.52**
0.99
0.69*
0.60
0.47

CART
142.0
56.0
377.C**
2E8.0*
270.0
463.0**
222.5
-306.5*
382.5**
52.5
-17.5
0.5
-29.5

1.8Z
3.1
7.1
13.0
24.1
33.0
36.9
33.1
29.9
30.8
31.5
32.1
32.7

YT
2.11*
2.50*
4.74**
7.51**
12.43**
15.55**
16.17**
13.65**
11.54**
11.26**
10.83**
10.42**
9.80**

Notes: variables defined as follows:
t
Months relative to date of tender offer.
ARt Average prediction error in period t.
n
Number of observations in the period.
Test
statistic for H0: ARt=0.
xt
W
Wilcoxon centered signed rank statisticfor Ho: AR t=0.
CART Cummulative prediction error from -6 to t.
May not add up because of rounding.
Test statistic for HO: CART=O.
YT
Indicates that the corresponding AR or CAR is significantly
different from zero at 5Z level based on the indicated
statistic.
**
Ditto at 1Z level.

Table 7
DISTRIBUTION OF INDIVIDUAL WEALTH CHANGES FOR TAKEOVERS
Main descriptive statistics of the sa ple's individuel market
value changes for periods -6 through +6, or last possible period
if target was delisted after takeover.

Full Sample

W61

Bidders

Sample Size
57
Mean
BF 12 Mils
Maximum
3797
Minimum
-3296
Median
12
Sum
686
Skewness
0.49
Pct. Positive
52.6%
t-Statistic Mean
0.09
Wilcoxon Cent. Signed Stat. -10.50

Targets
63
BF 45 Mils
616
-312
20
2760
2.19
75.8
2.60*
536.50**

Notes: * Indicates that the corresponding mean is
significantly different from zero at 5% level based
on the indicated statistic.
** Ditto at 1% level.

Table 8

AVERAGE ABNORMAL RETURNS FOR TAKEOVERS
Full Sample
By Type of Tender
Bidders (n = 57)
Direct (n --- 30)
Period-

AR,

-6
-5
-4
-3
-2
-1
0
1
2
3
4
5
6

1.1%
-0.5
-1.0
-3.7**
-0.1
0.2
-1.1
-0.3
0.6
2.3
-0.5
-0.7
0.5

CAR, e>
1.1%
0.6
-0.4
-4.1
-4.2
-3.9
-5.1
-5.4
-4.8
-2.5
-3.0
-3.7
-3.2
Targets

Direct (n = 26)
Period----6
-5
-4
-3
-2
-1
0
1
2
3
4
5
6
Notes: a
b

*
**

AR,
___
-0.1î;
1 .0
3.1*
6.5**
1.8
13.2**
3.5*
-5.1**
-5.2**
1.2
1.7
5.2*
0.3

Follow up (n = 27)
AR,
-1.9%
-0.3
0.1
0.6
-0.7
-0.1
-1.0
2.4
-1.1
-0.1
2.1
0.3
2.4

CAR, 1-,
-1.9%
-2.2
-2.1
-1.5
-2.1
-2.2
-3.2
-0.8
-1.9
-1.9
0.2
0.5
2.9

(n = 63)
Follow up (n = 37)

CAR, 1:'

AR,

CAR, t->

-0.1%
0.9
3.9
10.5
12.2
25.4
28.9
23.8
18.6
19.8
21.5
26.7
27.0

3.5%'
1 .8
5.7**
5.5**
17.6**
6.5**
5.1**
-2.1
-0.7
1.1
1.1
-0.8
1.4

3.5%
5.3
11.0
16.4
34.7
40.6
45.7
43.6
42.9
44.0
45.0
44.2
45.6

Months relative to date of tender offer.
May not add up because of rounding.
Indicates that the corresponding AR is
significantly different from zero at 5% level
based on a t-test.
Ditto at 1% level.

Table 9

ACTUAL GAINS PER SHARE TO BIDDERS
Reduced Sample - Both Bidder and Tarqet Traded

Main descriptive statistics of the sample of gains to
bidders defined as foliows
GAIN = [(P. - Po) Np + (P, - PF ) N,] / SIZE
in which
P. : price of target 5 days after the tender offer
Po : price of target 6 mos. before tender adjusted
for normal market changes.
: amount of shares from the target owned by the
bidder one year before the bid.
P, : tender price.
N•r
number of shares acquired of the target firm, including
their private transactions if any
SIZE : bidder's equity market value.

GAIN

Direct

Sample Size
12
Mean
-2.2%
Maximum
3.3%
Minimum
-21.6%
Median
1..2%
Skewness
-2.88
Pct. Positive
33.3%
t-Statistic Mean
-1.16
Wilcoxon Cent. Signed Stat. -12.00

Follow Up
14
0.8%
5.2%
-2.2%
0.0%
0.92
57.1%
1.38
12.00

Table 10
PRIOR OWNERSHIP EFFECTS ON ABNORMAL RETURNS FOR TAKEOVERS
OLS Regression of the cumulative abnormal returns from months - 6 to 0,
against the following variables
OWN
: percent of prior ownership by bidder six months before the bid
PRIV : percent of ownership acquired by bidder in a private transaction
prior to the bid (only for follow-up offers)
: significantly different from zero at 5% significance level
A Follow-upoffers
Intercept

Coeff. (t-stat)

(t-stat)

OWN

PRIV

F-stat

Adj R2

Bidders
1)

-3.6
(-0.51)

2)

9.4
(0.80)

3)

-10.6
(-2.10)

2.96

7.54%

-0.1
(-0.71)

0.50

0.00%

0.1
(1.45)

1.54

4.33%

5.02*

16.08%

1.4
(2.55)*

6.50*

20.76%

1.0
(1.72)

4.24*

23.56%

0.3
(1.72)

0.4
(2.48)*

Targets
1)

38.9
(2.81)*

2)

-30.6
(-1.24)

3)

-7.4
(-0.25)

B

-1.3
(-2.24)*

-0.8
(-1.32)

Direct Offers
Intercept Coeff. (t-stat)

(t-stat)

OWN

F-stat

2
Adj R

Bidders
-12.9
(-1.74)

0.2
(1.78)

3.16

6.52%

30.5
(1.99)

-0.3
(-0.81)

0.66

0.00%

Targets

Table 11

DTSTRIB

Ot •

ERGEli—SAMLF—CIMER____

(Events per Year)

Year

Events

1 970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

5
1
5
12
5
3
7
9
2
2
7
5
5
7
5
2
82

Table 12
AVERAGE ABNORMAL RETURNS FOR MERGERS

Acquiring firms (n=76)
t

-6
-5
-4
-3
-2
-1
0
1
2
3
4
5
6

ARt

0.8Z
1.1
-0.4
0.0
0.3
0.3
-1.7
0.1
-0.7
-0.5
0.0
-0.8
0.6

n

75
76
76
76
76
76
76
74
74
75
75
75
75

xt

1.82
2.26*
-0.77
0.03
0.62
0.59
-3.71**
-0.30
-1.39
-0.99
-0.03
-1.70
1.19

CART

W

68.0
283.0
-68.0
-21.0
-139.0
30.0
-349.0
-280.5
-252.5
-117.0
24.0
-166.0
-33.0

0.81
1.9
1.5
1.5
1.8
2.1
0.3
0.2
-0.5
-0.9
-1.0
-1.8
-1.2

YT

1.82
2.89**
1.88
1.64
1.74
1.83
0.27
0.15
-0.33
-0.63
-1.08
-0.70
-1.20

Acquired firms (n = 48)
t

-6
-5
-4
-3
-2
-1
0

ARt
-t

-0.1Z
1 .6
0.2
1 .0
3.2
2.5
-2.3

n

46
47
47
48
48
48
48

xt

-0.14
1.65
0.25
1.10
3.49**
2.79*
-2.50*

W

-33.5
171.0
-27.0
16.0
213.0*
7.0
-141.0

CA .R1
-

-0.1Z
1.5
1.7
2.7
5.9
8.5
6.2

YT

-0.14
1 .10
1.04
1.44
2.82**
3.70**
2.51*

Notes: variables defined as follows:
t
Months relative to date of approval meeting.
ARt Average prediction error in period t.
n
Number of observations in the period.
xt
Test statistic for HO: ARt.O.
W
Wilcoxon centered signed rank statisticfor H0: ARt=0.
CART Cummulative prediction error from -6 to t.
May not add up because of rounding.
Test statistic for Ho: CART-O.
YT
Indicates that the corresponding AR or CAR is significantly
different from zero at 51 level based on the indicated
statistic.
**
Ditto at 1Z level.

Table 13
COMPARISON BETWEEN DESCRIPTIVE STATISTICS CONCERNING COMMON
DIRECTORS IN MERGERS AND TAKEOVERS
Common and surviving directors are measured by the following variables:
COMDIR : percent of common directors on bidders and target board 1 year
before the takeover or merger
: percent of directors of target firm which remain on their board
SURV
1 year after the takeover, or which sit on the acquiring firm's
board in the case of a merger
COMDIR

SURV

A Mergers
54
27.5%
21.1%

54
33.2%
25.0%

Observations
Mean
Median

22
14.2%
0.0%

22
13.4%
3.3%

Diff. Means vs. Mergers
t-test Statistic
Median Test Chi Square
Statistic (d.f.=1)

-13.3%
2.28*

-19.8%
3.73**

Observations
Mean
Median

B Follow-Up Tender Offers

C

3.10

5.79**

Direct Tender Offers
Observations
Mean
Median

23
20.6%
16.7%

23
23.0%
16.7%

Diff. Means vs. Mergers
t-test Statistic
Median Test Chi Square
Statistic (d.f.=1)

-6.9%
1.14

-10.2%
2.53**

0.78

2.30**

Notes:

* Coefficient significantly different from zero at 5% level
** Ditto at 1% level
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TAKEOVERS CUM. ABNORMAL RETURNS
Full Sample by Type of Tender
CAR (%)
60
50 -I

Average Tender Premlum - Follow Up
0 0 0 0 0 0 0 0
0

X

40

X X X X X X
Av. Tender Prem.-DIrect

30 H
20H
10

-10
-6 -5 -4 -3 -2 -1 0 1 2 3 4 5 6
Months relative to tender offer
Bldders-Follow Up
Bidders-DIrect

I

Targets-DIrect
Targets-Follow Up

86/16 B. Espen ECU() and
Hervig M. LANGOHR
INSEAD WORKING PAPERS SERTES
86/17
1986
86/01

Arnoud DE MEYER

"The R & D/Production interface".

86/02

Philippe A. NAERT
Marcel WEVERBERG8
and Guido VERSWIJVEL

"Subjective estimation in integrating
communication budget and allocation
decislonst a case study", January 1986.

86/03 Michael BRIMM

"Sponsorship and the diffusion of
organizational innovation: a preliminary viev".

86/04 Spyros MAKRIDAKIS
and Michèle HIBON

"Confidence intervals: an empirical
investigation for the sertes in the NCompetition" .

86/05 Charles A. VYPLOSZ

"A note on the réduction of the vorkveek",
July 1985.

86/06

"The real exchange rate and the fiscal
aspects of a naturel resource discovery",
Revised version: February 1986.

Francesco CIAVAZZI,
Jeff R. MEN and
Charles A. VYPLOSZ

86/07 Douglas L. MacLACHLAN
and Spyros MAKRIDAKIS

"Judgmental blases in sales forecasting",
February 1986.

86/08 José de la TORRE and
David H. NECKAR

"Forecasting political risks for
international operations", Second Draft:
March 3, 1986.

86/09

Philippe C. RASPESLAGH "Conceptualizing the strategic process in
diversified firme: the role and nature of the
corporate influence process", February 1986.

86/10 R. HOENART,
Arnoud DE MEYER,
J. BARBE and
D. DESCHOOLMEESTER.

"Analysing the issues concerning
technological de-maturity".

86/11

"Froc "Lydiametry" to "Pinkhamization":
■isspecifying advertising dynaaics rarely
affects profitability".

Philippe A. NAERT
and Alain BULTEZ

86/12 Roger BETANCOURT
and David GAUTSCH/

"The economics of retail firme", Revised
April 1986.

86/13

"Spatial cospetition à la Cournot".

S.P. ANDERSON
and Damien J. NEVEN

86/14 Charles VALDMAN

du commerce", June 1985.
86/15 Mihkel TOMBAK and
Arnoud DE MEYER

"Rov the sanagerial attitudes of fixas vith
FMS differ froc other sanufacturing fins:
survey results". June 1986.

"Stratégie capability transfer in acquisition
integration", May 1986.

86/18 James TEBOUL
and V. MALLERET

"Tovards an operational définition of
services", 1986.

86/19 Rob R. VEITZ

"Nostradamus: a knovledge-based forecasting
advisor".

86/20 Albert CORNAI,
Gabriel HAVAVINI
and Pierre A. MICHEL

"The pricing of equity on the London stock
excha.nge: seasonality and size preaiva",
June 1986.

Albert CORNAI,
Gabriel A. HAVAVINI
and Pierre A. MICHEL

"Risk-premia seasonality in U.S. and European
equity markets", February 1986.

86/22 Albert CORRAL
Gabriel A. HAVAVINI
and Pierre A. MICHEL

"Seasonality in the risk-return relationships
soue international evidence", July 1986.

86/23 Arnoud DE MEYER

"An exploratory study on the integration of
information systems in sanufacturing",
July 1986.

86/24 David GAUTSCHI
and Vithala R. RAO

"A methodology for specification and
aggregation in product concept testing",
July 1986.

86/21

86/25

H. Peter GRAY
and Ingo WALTER

"Protection", August 1986.

86/26 Barry EICHENGREEN
and Charles VYPLOSZ

"The economic consequences of the Franc
Poincare", September 1986.

86/27 Karel COOL
and Ingemar DIERICKX

"Negative risk-return relationships in
business strategy: paradox or truism?",
October 1986.

"Interpreting organizational texts.
86/28 Manfred KETS DE
VRIES and Danny MILLER
86/29 Manfred KETS DE VRIES

"Vhy follov the leader?".

86/30 Manfred RETS DE VRIES

"The succession gamme: the real story.

86/31 Arnoud DE MEYER

"Fiexibility: the next competitive battle,
October 1986.

86/31

'Comparaison internationale des marges brutes

David 8. JEMISON

"Les primes des offres publiques, la note
d'information et le marché des transferts de
contrôle des sociétés".

Arnoud DE NETER,
Jinichiro NAKANE,
Jeffrey G. MILLER
and Kasra FERDOVS

86/32 Karel COOL
and Dan SCHENDEL

"Flexibility: the next competitive battis",
Revised Version: March 1987

Performance differences Amon strategic group
members", October 1986.

86/33 Ernst BALTENSPERGER
and Jean DERMINE

"The role of public policy in insuring
financial stability: a cross-country,
comparative perspective", August 1986, Revised
November 1986.

86/34

"Acquisitions: wyths and reality",
July 1986.

Philippe HASPESLAGH
and David JEMISON

86/35 Jean DERMINE

"Measuring the market value of a bank, e
primer", November 1986.

86/36 Albert CORHAT and
Gabriel HAVAVINI

"Seasonality in the risk-return relationship:
soee international evidence", July 1986.

86/37 David GAUTSCHI and
Roger BETANCOURT

"The evolution of retailing: e suggested
economic interpretation".

86/38 Gabriel HAVAVINI

"Financial innovation and recent developments
in the French capital markets", Updated:
September 1986.

87/06

Arun K. JAIN,
Christian PINSON and
Naresh K. MALHOTRA

"Customer loyalty as a construct in the
marketing of banking services", July 1986.

87/07 Rolf RANZ and
Gabriel HAVAVINI

"Equity pricing and stock market anomalies",
February 1987.

87/08

Manfred KETS DE VRIES

"Leaders vho can't manage", February 1987.

87/09

Lister VICKERY,
Mark PILKINGTON
and Paul READ

"Entrepreneurial activities of European MBAs",
March 1987.

87/10 André LAURENT

"A cultural viev of organizational change",
March 1987

87/11

"Forecasting and loss functions", March 1987.

Robert FILDES and
Spyros MAKRIDAKIS

87/12 Fernando BARTOLOME
and André LAURENT

"The Janus Head: learning fro■ the superior
and subordinate faces of the manager's job",
April 1987.

86/39 Gabriel HAVAVINI
Pierre MICHEL
and Albert CORHAT

"The pricing of common stocks on the Brussels
stock exchange: a re-examination of the
evidence", November 1986.

87/13

Sumantra GHOSHAL
and Nitin NOHRIA

"Multinational corporations as differentiated
netvorks", April 1987.

86/40 Charles VYPLOSZ

"Capital flovs liberalization and the EMS, a
French perspective", December 1986.

87/14

Landis GABEL

"Product Standards and Compétitive Strategy: An
Analysis of the Principles", May 1987.

"Manufacturing in a nev perspective",
July 1986.

87/15

Spyros MAKRIDAKIS

"METAFORECASTING: Vays of improving
Forecasting. Accuracy and Usefulness",
May 1987.

86/41

Kasra FERDOVS
and Vickham SKINNER

86/42 Kasra FERDOVS
and Per LINDBERG

"FMS as indicator of manufacturing strategy",
December 1986.

86/43 Damien NEVEN

"On the existence of equilibrium in hotelling's
Bodel", November 1986.

86/44 Ingemar DIERICKX
Carmen MATUTES
and Damien NEVEN

"Value added tax and competition",
December 1986.

87/16 Susan SCHNEIDER
and Roger DUNBAR

"Takeover attempts: vhat does the language tell
us?, June 1987.

87/17 André LAURENT and
Fernando BARTOLOME

"Managers' cognitive maps for upvard and
dovnvard relationships", June 1987.

87/18

"Patents and the European biotechnology lag: a
study of large European pharmaceutical firms",
June 1987.

Reinhard ANGELMAR and
Christoph LIEBSCHER

1987
87/01

Manfred KETS DE VRIES "Prisoners of leadership".

87/19 David BEGG and
Charles VYPLOSZ

"Vhy the EMS? Dynaaic gaines and the equilibrium
policy regime, May 1987.
"A nev approach to statistical forecasting",
June 1987.

87/02 Claude VIALLET

"An empirical investigation of international
asset pricing", November 1986.

87/20 Spyros MAKRIDAKIS

87/03 David GAUTSCHI
and Vithala RAO

"A methodology for specification and

87/21

Susan SCHNEIDER

"Strategy formulation: the impact of national
culture", Revised: July 1987.

87/22

Susan SCHNEIDER

87/04 Sumantra GHOSHAL and
Christopher BARTLETT

"Organizing for innovations: case of the
multinational corporation", February 1987.

"Conflicting ideologies: structural and
motivational consequences", August 1987.

87/05 Arnoud DE MEYER
end Lesta VtADOUS

"Managerial focal points in manufacturing
strategy", February 1987.

aggregation in product concept tantine",
Revised Version: January 1987.

87/23 Roger BETANCOURT
David GAUTSCHI

"The deaand for retail products and the
household production nodel: nev vlevs on
and stubstitut.bd2dty»,

87/24

C.B. DERR and
André LAURENT

"The internai and external careers: a
theoretical and cross-cultural perspective",
Spring 1987.

87/41

Gavriel HAVAWINI and
Claude VIALLET

"Seasonality, size premium and the relationship
betveen the risk and the return of French
commun stocks", November 1987

87/25

A. K. JAIN,
N. K. MALHOTRA and
Christian PINSON

"The robustness of MDS configurations in the
face of incomplete date", March 1987, Revised:
July 1987.

87/42

Damien NEVEN and
Jacques-F. THISSE

"Combining horizontal and vertical
differentiation: the principle of max-min
differentiation", December 1987

87/26 Roger BETANCOURT
and David GAUTSCHI

"Demand complementarities, household production
and retail assortments", July 1987.

87/43 Jean GABSZEVICZ and
Jacques-F. THISSE

"Location", December 1987

87/27

Michael BURDA

"/s there a capital shortage in Europe?",
August 1987.

87/44 Jonathan HAMILTON,
Jacques-F. THISSE
and Anita VESKAMP

"Spatial discrimination: Bertrand vs. Cournot
in a Bodel of location choice", December 1987

87/28

Gabriel HAVAVINI

"Controlling the interest-rate risk of bonds:
an introduction to duration analysis and
immunization strategies", September 1987.

87/45

"Business strategy, market structure and riskreturn relationships: a causal interpretation",
December 1987.

"Interpreting strategic behavior: basic
assumptions themes In organizations", September
1987

87/46 Ingemar DIERICKX
and Karel COOL

87/30 Jonathan HAMILTON
V. Bentley MACLEOD
and J. F. THISSE

"Spatial competition and the Core", August
1987.

1988

87/31

"On the optimality of central places",
September 1987.

87/29

Susan SCHNEIDER and
Paul SHRIVASTAVA

Martine OUINZII and
J. P. THISSE

Karel COOL,
David JEMISON and
Ingemar DIERICKX

"Asset stock accumulation and sustainability
of competitive advantage", December 1987.

88/01 Michael LAURENCE and
Spyros MAKRIDAKIS

"Factors affecting judgemental forecasts and
confidence intervals", January 1988.

88/02 Spyros MAKRIDAKIS
"German, French and British manufacturing
strategies less different thon one thinks",
September 1987.

"Predicting recessions and other turning
points", January 1988.

88/03 James TEBOUL

"De-industrialize service for quality", January
1988.

"A process framevork for analyzing cooperation
betveen firms", September 1987.

88/04 Susan SCHNEIDER

'National vs. corporate culture: implications
for human resource management", January 1988.

87/34 Kasra FERDOVS and
Arnoud DE MEYER

"European manufacturera: the dangers of
complacency. Insights fro■ the 1987 European
manufacturing futures survey, October 1987.

88/05 Charles VYPLOSZ

"The svinging dollar: is Europe out of step?",
January 1988.

87/35 P. J. LEDERER and
J. F. THISSE

"Competitive location on netvorks under
discriminatory pricing", September 1987.

88/06 Reinhard ANGELMAR

"Les conflits dans les canaux de distribution",
January 1988.

87/36 Manfred KETS DE VRIES

"Prisoners of leadership", Revised version
October 1987.

88/07

"Competitive advantage: a resource based
perspective", January 1988.

87/37

"Privatization: its motives and likely
consequences", October 1987.

88/08 Reinhard ANGELMAR
and Susan SCHNEIDER

"Issues in the study of organizational
cognition", February 1988.

87/38 Susan SCHNEIDER

"Strategy formulation: the impact of national
culture", October 1987.

88/09 Bernard SINCLAIRDESGAGNé

"Price formation and product design through
bidding", February 1988.

87/39 Manfred KETS DE VRIES
1987

"The dark side of CEO succession", November

88/10 Bernard SINCLAIRDESGAGNé

"The robustness of some standard auction Rase
foras", February 1988.

87/40 Carmen MATUTES and
Pierre REGIBEAU

"Product corpatibility and the scope of entry",
November 1987

88/11

"Vhen stationary strategies are equilibrium
bidding strategy: The single-crossing
property", February 1988.

87/32 Arnoud DE MEYER

87/33

Yves DOZ and
Amy SHUEN

Landis GABEL

Ingemar DIERICKX
and Karel COOL

Bernard SINCLAIRDESGAGNé

88/12 Spyros MAKRIDAKIS

"Business firas and managers in the 21st
century*, February 1988

88/13 Manfred KETS DE VRIES

"Alexithynia in organizational life: the
organization man revisited", February 1988.

88/14

Alain NOEL

"The interpretation of strategies: a study of
the impact of CEOs on the corporation",
March 1988.

88/15 Anil DEOLALIKAR and
Lars-Rendrik ROLLER

"The production of and returna from industrial
innovation: an econoeetric analysis for a
developing country", December 1987.

88/16 Gabriel RAVAVINI

"Market efficiency and equity pricing:
international evidence and implications for
global investine, March 1988.

88/17 Michael BURDA

"Monopolistic coepetition, costs of adjustvent
and the behavior of European esploysent",
September 1987.

88/29

Naresh K. MALROTRA,
Christian PINSON and
Arun K. JAIN

"Consumer cognitive eomplexity and the
dimensionality of multidimensional scaling
configurations", May 1988.

88/30 Catherine C. ECKEL
and Theo VERMAELEN

"The financial fellout from Chernobyl: risk
perceptions and regulatory response", May 1988.

88/31

*Creation, adoption, and diffusion of
innovations by subsidiaries of multinational
corporations", June 1988.

Sumantra GHOSRAL and
Christopher BARTLETT

88/32 Kasra FERDOVS and
David SACKRIDER

"International manufacturing: positioning
plants for success", June 1988.

88/33 Mihkel M. TOMBAK

"The importance of flexibility in
aanufacturing", June 1988.

88/34 Mihkel M. TOMBAK

"Flexibility: an important dimension in
manufacturing", June 1988.

88/35

Mihkel M. TOMBAK

'A strategic analysis of investeent in flexible
eanufacturing systems*, July 1988.

,voit Unemployment" in
"Reflections on '
Europe", November 1987, revised February 1988.

88/36

Vikas TIBREVALA and
Bruce BUCHANAN

"A Predictive Test of the no Modal that
Contrôle for Non.,
starionerlty". June 1188.

88/19 M.J. LAVRENCE and
Spyros MAKRIDAKIS

"Individual blas in judgements of confidence",
March 1988.

88/37

Murugappa KRISRNAN
Lars-Rendrik ROLLER

"Regulating Price-Liability Competition To
Isprove Velfare", July 1988.

88/20

Jean DERMINE,
Damien NEVEN and
J.F. TRISSE

"Portfolio selection by ■utual funds, an
eguilibrium model", March 1988.

88/38

Manfred KETS DE VRIES

"The Motivating Role of Envy : A Forgotten
Factor in Management, April 88.

88/21

James TEBOUL

"De-industrialize service for guality",
March 1988 (88/03 Revised).

88/39

Manfred KETS DE VRIES

"The Leader as Mirror : Clinical Reflections",
July 1988.

88/22

Lars-Hendrik RÔLLER

"Proper Ouadratic Punctions vith an Application
to AT&T", May 1987 (Revised March 1988).

88/40 Josef LAKON/SROK and
Theo VERMAELEN

"Anoaalous price behavlor around repurchase
tender offers", August 1988.

88/23

Sjur Didrik FLAM
and Georges ZACCOUR

"Equilibres de Nash-Cournot dams le marché
européen du gaz: un cas où les solutions en
boucle ouverte et en feedback coIncident",
Mars 1988

88/41 Charles VYPLOSZ

"Assymetry in the EMS: intentional or
systemic?", August 1988.

88/42

Paul EVANS

"Organizational development in the
transnational enterprise", June 1988.

88/43

B. SINCLAIR-DDSGAGNE

"Group decision support systems implement
Rayesian rationality*, September 1988.

88/44

Essam MAHMOUD and
Spyros MAKRIDAKIS

"The state of the art and future directions
in combining forccasts", September 1988.

88/18

Michael BURDA

88/24 B. Espen ECKBO and
Hervig LANGOHR

"Information disclosure, ■eans of paysent, and
takeover premia. Public and Private tender
offers in France", July 1985, Sixth revision,
April 1988.

88/25

Everette S. GARDNER
and Spyros MAKRIDAKIS

"The future of forecasting", April 1988.

88/26

Sjur Didrik FLAN
and Georges ZACCOUR

"Seri-coepetitive Cournot equilibrium in
multistage oligopolies", April 1988.

88/27 Murugappa KRISRNAN
Lars-Rendrik RÔLLER

"Entry rame vith resalable capacity",
April 1988.

88/28 Sumantra GHOSHAL and
C. A. BARTLETT

*The multinational corporation as a netvork:
perspectives from interorganizational theory',
May 1988.

88/45 Robert KORAJCZYK
and Claude VIALLET

"An empirical investigation of international
asset pricing", November 1986, reyised August
1988.

88/46

"From lntent to outcome: e process frasevork
for partncrships", August 1988.

Yves DOl and
Amy SHUEN

88/47

Alain BULTEZ,
Els GIJSBRECHTS,
Philippe NAERT and
Piet VANDEN ABEELE

"Asymmetric cannibalism betveen substitut.
items listed by retailers", September 1988.

88/48 Michael BURDA

"Reflections on 'Vait unemployment' in
Europe, II", April 1988 revised September 1988.

88/49 Nathalie DIERKENS

"Information asymmetry and equity issues",
September 1988.

88/50 Rob VEITZ and
Arnoud DE MEYER

"Managing expert systems: from inception
through updating", October 1987.

88/51 Rob VEITZ

"Technology, vork, and the organization: the
impact of expert systems", July 1988.

88/52 Susan SCHNEIDER and
Reinhard ANGELMAR

"Cognition and organizational analysis: vho's
minding the store?", September 1988.

88/53 Manfred KETS DE VRIES

"Vhatever happened to the philosopher-king: the
leader's addiction to pover, September 1988.

88/54 Lars-Hendrik RÔLLER
and Mihkel M. TOMBAK

"Strategic choice of flexible production
technologies and velfare implications",
October 1988

88/55

Peter BOSSAERTS
and Pierre BILLION

"Nethod of moments tests of contingent claims
asset pricing models", October 1988.

88/56

Pierre BILLION

"Size-sorted portfolios and the violation of

the random vaik hypothesis: Additional
empirical evidence and implication for tests
of asset pricing ■odels", June 1988.
88/57 Wilfried VANHONACKER
and Lydia PRICE

"Data transferability: estimating the response
effect of future events based on historical
analogy", October 1988.

88/58 B. SINCLAIR-DESGAGNE
and Mihkel M. TOMBAK

"Assessing economic inequality", November 1988.

88/59 Martin KILDUFF

"The interpersonal structure of decision
making: a social comparison approach to
organizational choice", November 1988.

88/60 Michael BURDA

"Is ■ismatch really the problem? Some estimates
of the Chelvood Gate II model vith US data",
September 1988.

88/61

Lars-Hendrik RÔLLER

"Modelling cost structure: the Bell System
revisited", November 1988.

