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Abstract
This study aims to provide contemporary and comparative analysis on mergers and acquisitions (M & As) activities that Turkish companies are involved
between 2014-2018, by analyzing trends in deal number, deal volume activity
and characteristics, and an attempt to explore the challenges, issues and implications opposing companies in M & As in Turkey. The study follows a qualitative method for data collection and analysis, using secondary data and
the annual merger and acquisitions review reports of Deloitte 2014-2018. The
paper will display probable outcomes of these events in the future and their
effects on firms and government or economical conjuncture. This paper will
add to related research in the future. The findings show that M & As in Turkey had fluctuated in that period in deal number and activity. Merger and
acquisition data and figures in the selected period of the study show a positive
record for instance deal number was 1275 transactions were announced, with
accumulated total value US $64 billion.
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1. Introduction
Turkey had passed by a series of crises that caused a heavy impact upon its
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Oct. 28, 2019

1

Open Access Library Journal

W. M. Alhanhanah et al.

economy structure and business firm development during 1990s and during the
hard crisis 2000/2001. Due to these hard times of financial crisis and recession,
companies had to find resilient mechanisms to secure their survival and adjust
their strategies in order to manage proponent crises of uncertainty. In the
pre-liberalization period during the 1980s in Turkey, corporate reform had not
been common as a new strategy and policy in the corporate world. During the
early 1990s M & A, takeovers, strategic alliances and joint ventures in the corporate sector were a dynamic mechanism on a large number of corporate reorganization in the arise of competition from multinational companies as well as developing new opportunities. This phenomenon was highly increased due to the
wake of liberalization and capitalist economy measures that reduced the government’s control, and restrictions which enhanced investment and reregulates
corporate structure to grow, diversify and modernize the operations by resorting
to mergers, acquisition, takeovers and the adoption of technological trends.
The main objective of this paper is to identify the trends, issues and challenges
that involved in M & A activities in the emerging market Turkey over the period
2014-2018. There had been fewer studies done regarding Turkish M & A, therefore; this study will add to the Turkish literature review. Mergers and acquisitions play an important role for businesses all over the globe. Past researches
show that Merger and Acquisition transactions were commonly spread in developed markets [1]. Primarily, it was in the United States, the UK, and continental Europe, but now many companies started using M & A worldwide, including emerging and developing markets to achieve several goals of the organizations to succeed in the market.
Mergers and acquisitions are a significant source of external growth and corporate improvement. For more than a century merger and acquisition have been
applied as a significant part in strategic management practices and research [2].
The major motives of companies going for M & As are to achieve greater market
power, lowering cost of capital, thus decreasing the threats associated with the
growth of a new product or service, magnify efﬁciency through economies of
scale and scope and reshape a ﬁrm’s competitive scope. Mergers and Acquisitions have been an essential and important strategy to fulfill organizational efficiency and growth by creating synergies, obtaining assets, lessening costs and
expanding to new markets [3]. Mergers and acquisitions lead to improved profitability for both manufacturing and service sectors [4]. M & As activities help
companies to secure the benefits of bigger market share and cost efficiency, and
these benefits are demonstrated by the superior post-merger performance of the
acquiring entities [5].

2. Literature Review
Literature assumes that M & A create synergies, generate economies of scale and
scope, expands operations in new geographical markets, diversification of activities, and finally cost and risk minimization, as a result leading to growth maxDOI: 10.4236/oalib.1105837
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imization, enhanced financial and operational performance. The key motive behind M & A is to accomplish synergy by incorporating two or more business
entities into a combination with an increased competitive advantage [6]. The
origin of the word synergy was derived from the Greek word synergos, which
means working together [7]. In business policy literature, synergy is frequently
described as one plus one is more than two, that’s the whole is greater and more
than the sum, where two companies will generate greater value more than separate entities or individual companies.
Merger and acquisition have been adopted by companies mostly as a growth
strategy and as an approach for business internationalization. M & As had received high usage and importance of abundant studies, which have been discussed in several fields including; finance, economy, management, accounting
[8] [9] [10]. In today’s world of globalization and fast technological changes,
mergers and acquisitions have become a convincing strategic growth for companies, to expand business geographical operations, accomplish economies of
scale, and achieve financial performance [11].
Merger is a strategic activity in which two firms combine their stocks, assets,
and liabilities and only one survives and the merged corporation ceases to exist
[12]. Merger is an absorption of one company by another company, including all
its assets, stocks and liabilities, after a merger the acquired company ceases to
exist as a separate individual entity. Whereas, acquisition was defined as the
process of one corporation buys the shares of another company and the acquired
company is no longer the owner of the firm [13]. Acquisition is a purchase of
another business, where a sales contract is executed under which the acquirer
company assumes all or some of the target company’s assets and stocks.
Merger and acquisition are applied by numerous large corporations around
the world for their profit expansions, gaining access to technology, human capital, improving product mix and reaching a new geographic market [14]. Merger
is a form of strategic alliance whereby two firms work together in pursuance of
similar objectives [15]. M & As have received great attention in the literature.
Literature assumes that there is a positive effect of M & As on firm performance,
and increase in productivity and profitability [16]. M & A is corporate strategy
aimed precisely as a means for promoting future growth and creating sustainable
value [17].
Finance theories propose both positive as well as negative effects of mergers
and acquisitions on corporate firms’ performance. According to the theory of
merger and acquisition, successful M & A deals maximize the profitability of the
acquirer corporations. Companies pursue M & As to increase their market power, efficiency, expansion, diversification, internationalization, and to achieve financial and managerial synergies [18]. Through M & As corporations are able to
get rid of the problem of limitation by efficient use of limited resources [19].
Mergers and acquisitions are important mechanisms to improve the competitiveness of a firm and performance of firm managers [20]. Various corporations
DOI: 10.4236/oalib.1105837
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consider mergers and acquisitions an ideal policy to expand their businesses and
diversify their ownership boundaries [21]. Mallikarjunappa and Nayak [22]
summarized that target firm shareholders attain positive abnormal returns
ranging from 27 percent to 37 percent by examining a sample of 227 Indian
firms, which received takeover bids during 1998-2007. On the other hand, according to the managerial theory of a firm, mergers and acquisitions have a negative impact on the acquiring firm’s financial performance and profitability [23].
Bhabra and Huang [24] concluded that merger and acquisition deals do not significantly influence the profitability and financial performance of corporations.
The agency theory, presume that in undertaking M & As deals, the acquiring
firm managers might act in their own interest rather working to maximize
shareholder wealth [25].
There are a number of studies that discussed the Turkish market of merger
and acquisition. Günay Bendaş [26] examined the firm level market returns for
Turkish acquirers and found a significant long-term effect of acquisitions on
market returns. Ilarslan & Aşıkoğlu [27] investigated 17 acquisitions by Turkish
public firms in 2004-2005 and found evidence about positive improvements in
financial performance of these acquirers. Mandacı studied 14 M & A transactions performed in Turkey between 1998 and 2000 and revealed that the liquidity ratios and asset turnover ratios for target firms declined after these deals [28].
[29] Selçuk analyzed cross-border M & A deals and found that the effect of these
transactions on the operating performance of target firms was insignificant. Arslan and Şimşir [30] concluded that the operating performance of target firms
involved in M & As deteriorates after these transactions. Selcuk and Yilmaz [31]
evaluated the effect of M & As from both an economic and accounting perspective, they found that the acquirer companies are negatively affected by M & As
deals activities. Hekimoglu and Tanyeri [32] compared the abnormal returns
following acquisitions deals in Turkey with the ones in Europe and United States
they found that the abnormal returns in Turkey are positive but small compared
to the returns in US and Europe.

2.1. Synergies in Merger and Acquisition
Synergy was defined as a combination of resources that generate greater value
together than separately by increasing profits and minimizing costs, is the central conception in the M & A literature [33]. Many scholars support the significance of synergy as a merger motive and the main driver of value creation in M
& As and the supreme reason for M & A success [34] [35]. Synergy was defined
as the behavior of integral, aggregate, whole systems unpredicted by behavior of
any of their components taken separately from the whole [36]. An integrated
analysis of the strategic management and the finance literature emphasizes that
synergy is the primary motive of M & As, these studies conclude that M & As
can create value for the combined firms and synergy can have a positive effect on
targets, acquirers and total gains [37].
DOI: 10.4236/oalib.1105837
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The major motive behind M & A is to accomplish synergy by mixing two or
more business entities into a combination with an increased competitive advantage [6]. Synergy increases market power and financial strength, reduces threats,
and leveraging capabilities [38]. M & A can also create three kinds of synergies
through combination and customization of resources differently, results from
economies of scale and scope help firms to accomplish more profits and efficiency [11]. Operating synergy can be achieved when a firm with good product
line is acquired by a firm with good marketing skills. Synergy can be attributed
to more power over the rivals, reduced competition that result in competitive
advantages and core competencies which lead to higher profit margins [11]. Financial synergy can be hypothesized in the context of investment opportunities
and internal cash flows. The impact of merger or acquisition on the cost of capital of the combined company is called the concept of financial synergy, where
the cost of internal financing will be lowered. Managerial synergy, where acquisition of management talents, experts and capabilities could be a source of potential gain in M & A activity [11].

2.2. The Historical Role of Mergers and Acquisitions Waves
The historical waves of mergers have been a factor of economic transformational
life in the United States since the late 18th century. More than 50 percent of the
acquisitions that performed between 1890s and 1990s took place during one of
four merger waves [39]. Melicher and Ledolter [40] stated that the first merger
wave was during 1890-1905 that comprised of horizontal mergers, which created
industrial giants in steel, mining, oil, and transportation etc. The second wave
has been related to both the economic recovery after World War I and the start
of the great depression 1929. As a result of enlarged control over limited resources and operating economies, the second wave was formed as vertical mergers between companies with former connections of buyer-seller relationships
during the 1920s.
The third wave resulted in major economic conglomerates between unrelated
companies during the 1960s and 1970s arose with the economic recovery after
the World War II was identified in the United States, the UK, and Continental
Europe came into prominence in economic life. The fourth wave, took place
during 1981 to 1989 that arose with the recovery after the 1970s recession, financial innovations, industrial transformation, reported in the United States, the
UK, Europe, and Asia in that period. The fourth wave took place during 1980s
which resulted in hostile acquisitions, and bond financing [41]. Finally, the fifth
wave, known as mega-merger and mega-fusions, also identified in the United
States, the UK, Continental Europe, and Asia between 1993 and 2001[42]. The
fifth wave characterized with globalization of national economies, burst of internet bubble, technological advancement, stock market boom, state deregulation of liberalizing economies and privatization [42].
In today’s globalized world economy, corporate and enterprise internationaliDOI: 10.4236/oalib.1105837
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zation is increasing around the world, breaking down border trade barriers and
fostering global competitive state and international business strategy. The 21st
century witnessed a tremendous powerful mergers and acquisitions activities in
the developed and developing countries as well. Over the past two decades M &
As grew as a result of globalized economies boom, rapid growth of economies,
and economic policies reform measures on the potential of the international
markets. Companies have to face tough challenges with their competitors and
rivals to survive by forming new strategic norms to strengthen and secure their
existence as alliance, merger and acquisition. Companies look for a secured investment whether a merger, acquisition or alliances in stable markets with stable
economy, to maximize profits, increase market share, reduce cost, improve innovation, and create a competitive advantage.

2.3. A Global Prospective of Merger and Acquisition
Since the year 2000, till the first quarter of 2019, more than 790,000 thousand
transactions have been announced worldwide with a known value amounting to
58 trillion USD. In 2018, deal value was positively increased better than the year
2017 was increased by 4% with a volume to (3.9) trillion USD, while deal number has decreased by 8% about (50,000) transactions, where it was in 2017
(52,000) transactions, with amount of (3.7) trillion USD [43]. Figure 1 covers
deal numbers and volume worldwide, pointing out trends of that period, as explained the fluctuations and volatility of M & A number and value due various
global shake up in the world economy as it happened in 2001-2002 that devastating financial crisis impacted world economy and the M & A sharply dropped
from the previous years.
Global M & A achieved highest in volume in the year 2007 with a volume of
(4.92) trillion USD due to high recovery and stability of world economy. Global
financial crisis 2008-2009 that hit the world, caused a sharp decline in M & A activities, and the following four years witnessed a slow merger and acquisition
during that period. Global M & As recovered positively upward during 2014 and
2015, whereas there was a slight decline in the year 2016-2017, but in 2018 M &

Figure 1. M & A deal number and volume worldwide, institute of merger and (IMAA) 2019.
DOI: 10.4236/oalib.1105837
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A performed better. The expectation for the year 2019 is optimistic as the indicators so far show a positive tendency of the first quarter reaching almost
(10,000) deals with an expected value of (782) billion USD.

2.4. An Overview of the Turkish Merger and Acquisition
2014-2018
Over the past three decades, Turkey witnessed a significant increase in M & As
flow to the country, especially after the devastating crisis that happened during
2000-2001. Turkish government after the 2000 crisis had restructured the regulatory environment, liberalizing economy, attracted foreign direct investment and
capital flow in and out of the country, improves the country’s technological infrastructure, corporate governance. These trends made the country a significant M &
A player among the other rapidly growing emerging markets, and the country has
witnessed a substantial growth in M & A activities. Turkey is one of the fastest
growing emerging markets in the world, has enjoyed a dramatic rise in M & A activity as well. There has been a great transformation in the Turkish economy that
pushed several Turkish companies to engage in M & As to internationalize their
business operations, attracting foreign capital flows in and out of Turkey, increase
exports/imports, were playing drivers of the Turkish economic growth [44].
In this paper, the Deloitte annual reports (Table 1) were used to analyze activities of mergers and acquisitions in Turkey, covering the trends and positions
M & A transactions, value of the respective period, contribution share by domestic and foreign investors, and the highest deals in that period. Turkey’s enjoys a high growth potentials, good infrastructure, an attractive market position,
smart advancement in technology and relatively favorable macroeconomic indicators, therefore; Turkey is an attractive option for investment [45]. The year of
2014 witnessed the largest accumulation of annual deal volume and contribution
over the remaining years of the study. Local Turkish investors succeeded in a
total annual volume of US $10.1 billion, and through 123 deals, whereas the foreign investors were involved in 113 deals amounting to US $7.9 billion including
Table 1. Merger and acquisitions in Turkey in USD Billion (bn) (Deloitte Reports) 2014-2018.
Year

2014

2015

2016

2017

2018

Deal Number

234

245

246

295

256

Deal Volume

US $18.0 bn

US $16.4 bn

US $7.3 bn

US $10.3 bn

Privatization/
Share in Total

$5.9 bn
33%

$1.8 bn
11%

$0.7 bn
10%

$0.6 bn
6%

$1.0 bn
8%

Foreign Invest
Share in Total

$8.0 bn
44%

$11.5 bn
70%

$3.8 bn
52%

$5.5 bn
53%

$7.6 bn
63%

Financial Investors

12% deal Vol/
15% Deal No

19% Deal Vol/
21% Deal No

22% Deal Vol/
41% Deal No

25% Deal Vol/
49% Deal No

8% Deal Vol/
41% Deal No

US $2.7 bn
(Yenikoy & Kemerkoy
Power Plants) 15%

US $30 bn
(Finansbank)
18%

US $687.8 mn
(Mars Entertainment
Group)/9%

US $1.4 bn
(OMV Petrol Ofisi)
14%

US $3.2 bn
(Denizbank)
27%

Largest Deal Value/
Share in Total

DOI: 10.4236/oalib.1105837
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estimates for undisclosed values [46]. In terms of total contribution share, Turkish investors represented 66% of the total annual contribution, while, foreign
investors represented 44% of the total annual contribution deal volume.
Whereas in 2015, Turkish investors suffered a decline in deal volume comparing to the previous year 2014 which generated US $4.9 billion, through 120
deals; however, foreign investors deal volume grew up amounting US $11.5 billion, through 125 deals [47]. Turkish investors represented only 30% of the total
annual contribution share, while, the foreign investors represented 70% of the
total annual contribution deal volume in 2015. The annual deal volume and
contribution of M & A in 2016 suffered the worst year of the whole period of the
study. That year shows a huge decline in both Turkish and foreign annual deal
volume during 2016. Turkish investors amounted only US $3.5 billion, through
155 deals representing 63% of the total annual deal number, on the other hand
foreign investors involved only in US $3.8 billion, through 93 deals making 37%
of the total annual deal number [48]. The total annual contribution share, Turkish investors were involved in 48% of the total annual contribution share, while
foreign investors represented 52% of the total annual contribution share.
The year 2017 witnessed a recovery of increasing the deal volume, where Turkish investors generated a total annual volume totaling US $4.8 billion, including
estimates on undisclosed values through 228 deals, making up 77% of the total
annual deal number. Foreign investors in 2017 were involved in 70 deals contributed to US $5.5 billion including estimates of undisclosed values, making up to
making up to 23% of the total annual deal number [49]. Turkish investors were
involved in 47% of the annual total contribution share of deal volume, while foreign investors were involved in 53% of the deal volume. Whereas, by the year
2018 witnessed a positive recovery that resulted better than the previous year of
2016 in total annual deal volume, but Turkish investors were lagged behind foreign investors with a total annual deal volume of US $4.4 billion, through 182
deals, making 71% of the total annual number, while foreign investors outperformed domestic investors amounting to US $7.6 billion through 74 deals
representing 29% of the total annual deal number, including estimates of undisclosed values [50]. Total contribution in 2018, Turkish investors were involved
in 37% of the total annual contribution, however; foreign investors involved 67%
of the total annual contribution volume.
The highest acquisition deals in the respective period of the study was realized
in the financial services sector (FSS) 2018 amounted to US $3.2 billion, Denizbank with a total share (27%). The second largest was in 2015 with a value of US
$3.0 billion it was a (FSS), Finansbank of a total share (18%). Whereas, the third
largest activity was in Energy with a value of US $2.7 Billion in 2014 (Yenikoy &
Kemerkoy Power Plants) with a total share (15%). The fourth largest activity was
US $1.4 billion in 2017 (OMV Petrol Ofisi) of a total share (14%), whereas; the
lowest activity was US $687 million in 2016, (Mars Entertainment Group) with a
total share of (9%).
DOI: 10.4236/oalib.1105837
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Figure 2. Foreign investor deal number by region.

Foreign deal number by origin were outperformed by the European region
block the whole time period as shown above in Figure 2, where the European
investors topped foreign investors in deal numbers for the past five years. Whereas, North American investors were the second number accounted by investors’
transactions deals, followed by Asia Pacific and Gulf region respectively all the
time period.

3. Discussion and Conclusions
Mergers and acquisitions have become progressively broad-based phenomenon,
and their numbers and value are growing intensely throughout the globe. Turkey
is one of the fastest growing emerging markets in the world, has enjoyed a higher growth in M & A activity as well. The Turkish government started liberalizing
the economy during 1990s and after the devastating crisis 2001-2002, attracted
foreign direct investment and capital flow in and out of the country. Turkish
Government improves the country’s technological infrastructure, and reregulates corporate policies measures in addition to the country’s attractive location
which connects Asia and Europe. These trends made the country a significant M
& A player among the other rapidly growing emerging markets, and the country
has witnessed a substantial growth in M & A activity in terms of deal numbers
and values. Several Turkish companies engage in M & As activities, diversified
their deals, internationalize their business operations, increase exports/imports,
those were playing drivers of the Turkish economic growth. Therefore, merger
and acquisition witnessed a positive surge from foreign and domestic investors
during the past thirty years.
However, M & A activities in Turkey fluctuated and impacted by the issues
happened globally either positively or negatively. Whereas, the period of the
study 2014-2018, fluctuated in the deal number and activity volume due to different imbalanced economic indicators. The country passed by a political transitional election the year 2014 that has some impact. A major issue was that the
country affected by the regional conflict of neighboring countries. Another issue,
is the political tension between Washington and Ankara that resulted in some
sanctions and adding higher taxes on trade exports to Turkey. Similarly, other
DOI: 10.4236/oalib.1105837
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challenges of increased inflation rate in the country resulted unsettled the value
of the lira compared to exchange rate against US dollar, where the local currency
lost 40 percent of its value comparing to US dollar in August 2018 [51], and the
inflation in Turkey reached 16.3 percent in 2018 [52]. The above mentioned are
some of the challenges and issues that impacted the M & As activities in Turkey
during the time period of the study. Nevertheless, the period of the study shows
a positive activity in last two years 2017/2018 indicate a positive interest of foreign and local investors in Turkish companies. M & As in Turkey is expected to
grow positively in 2019 as the country’s economy is steadily growing, where
Turkish GDP for 2018 reached 769 US billion [52], that is a positive indicator of
a healthy and prosperous economy.
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