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Introduction 

Mergers and acquisitions (M&A) have emerged as pivotal strategies in the contemporary 

corporate world, fundamentally reshaping industries and redefining the boundaries of business 

operations. As companies face ever-increasing competition, globalization, and technological 

advancements moving at breakneck speed, M&A activities offer a powerful means to achieve 

accelerated growth, diversify product lines, and gain access to new markets and customers. 

 

Through mergers, two or more organizations combine their resources and expertise and 

marketplace presence to create a stronger, more competitive entity, while acquisitions allow 

one company to absorb another one—sometimes to eliminate competition, sometimes to 

acquire valuable assets, and sometimes to leverage "synergies." 

 

These transactions are complex; they require meticulous planning; they demand thorough due 

diligence; and they need careful negotiation to ensure that the goals and cultures of the merging 

companies align. Legal considerations are also crucial. Merging companies must navigate a 

labyrinth of regulatory requirements, antitrust laws, and compliance obligations that vary 

across different jurisdictions. And then there's the biggest sticking point of all: Money. Who's 

got it? Who's worth it? And in what light should all these figures be seen? M&A can achieve 

wonderful transformations in the appearance of a company's value. But can they make it happen 

in reality, too? 

 

2. Understanding Mergers and Acquisitions 

2.1 Mergers 

A merger signifies the joining together of two or more corporations into a single entity, usually 

done in the interest of improving the operational efficiency of the organizations involved, and 

often done with a mind toward enhancing market share and overall competitiveness. 

 

In a merger, the parties involved agree to combine their resources, expertise, and assets, and 
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they normally dissolve their previous legal identities to form either a new company or a 

company that survives the merger. Companies contemplating a merger usually recognize that 

they have complementary strengths: they understand that they serve the same or similar 

customer bases; they operate in the same part of the technological universe; and they have 

merged corporate cultures, which isn’t to say that one company’s culture prevails over the 

other’s; it’s just to say that the pre-merger cultures coexisted, and in merger talks, one company 

was no more likely, or no less likely, than the other to operationalize the merged cultures. 

Mergers take place in several different forms. 

 

2.2 Acquisitions 

By purchasing the majority of another company's shares or its assets, one company can gain 

control over that company. When this happens, the acquired company becomes the target of 

the purchasing company's operations—the acquirer. The purchased company can either be 

compliant (the deal is friendly) or noncompliant (the deal is hostile). Companies use 

acquisitions to diversify by entering new markets, accessing proprietary technologies (their 

own trade secrets, military secrets, etc.), and eliminating competition. Acquisitions can also 

happen when companies want to grow fast! 

 

In the performance space, an acquirer purchases a target company through negotiations over a 

purchase agreement. Then the acquirer and the target company negotiate terms of integration—

how the two companies will put together their businesses after the purchase. This is also called 

"post-merger integration" and, not by coincidence, is often as tricky as a merger itself. 

 

2.3 Types of Mergers and Acquisitions 

 Horizontal Mergers 

The combining of two companies existing in the same sector and usually as direct 

competitors into one operation is a horizontal merger. The principal ambition is to 

achieve a larger market share, enjoy economies of scale, and amass an increased level 

of competitiveness—all by consolidating businesses that are pretty much the same.  

Example: The 1999 merger of Exxon and Mobil is a textbook case of a horizontal 

merger. These two were giant oil companies in a pretty much same-sector operation. 

Their merger created ExxonMobil, one of the world’s largest oil and gas companies. 
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 Vertical Mergers 

Mergers and acquisitions, in general, occur when companies combine their different 

but complementary resources in order to realize efficiencies that stem from their new 

integrated organization. Vertical mergers, in contrast, occur when companies at 

different levels of the supply chain integrate their operations. This usually involves 

integrating an upstream supplier or a downstream distributor into the operations of the 

acquiring company. The eBay-PayPal merger, and the federal antitrust concerns that it 

raised, make for a well-known (and easy to understand) example of a vertical merger. 

 

 Conglomerate Mergers 

A merger between companies that operate in completely unrelated businesses or sectors 

occurs when a conglomerate is formed. Primary motivations are 

• diversification, 

• risk reduction, and 

• expansion into new markets. 

Example: The Tata Group's acquisition of Tetley Tea is a notable conglomerate merger. 

Merging with an Indian conglomerate that has interests in steel, automobiles, and other 

sectors, Tetley (the tea company) is now part of a much more diversified Tata. And 

Tata is diversifying into the much more global beverage market. 

 

 Friendly vs. Hostile Acquisitions 

Friendly Acquisition: 

When the target company's management and board of directors agree to the terms of 

the acquisition and cooperate with the acquiring company, we have what is known as a 

friendly acquisition. Example: Tata Steel's acquisition of Bhushan Steel was a friendly 

acquisition, with both companies working together to finalize the deal. 

Hostile Acquisition: 

A hostile acquisition, or hostile takeover, happens when the acquiring company tries to 

take control of the target company against the company's management wishes, often by 

directly appealing to the shareholders or waging a war for board seats. Example: The 

attempted takeover of Cadbury by Kraft Foods in 2009 started off as a hostile deal, as 

Cadbury’s management resisted Kraft’s efforts before eventually agreeing to the 

takeover. 
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3. Motivations Behind M&A 

The diverse strategic, financial, and operational motivations companies have for pursuing 

mergers and acquisitions are too many to count, and certainly too many to always list. But here 

are a few of the most common and most influential reasons why organizations engage in M&A 

activities: 

1. Accelerate Growth: Companies pursue M&A to grow faster than they otherwise 

could, given the time it takes to build new businesses from the ground up. 

2. Strengthen Market Position: Companies buy other companies or merge with 

them as a way to attempt to strengthen, or perhaps to cement, their position in 

the marketplace. 

3. Diversify Risk: Many companies buy others in an attempt to achieve greater 

diversification in their lines of businesses, and to do so without overly relying 

on the kinds of strategies that are often hit-or-miss when it comes to innovation. 

 

 Synergy Creation: Cost Savings and Revenue Enhancements 

One of the main motivations for M&A is creating synergies—benefits gained when two 

companies pool their resources and become more efficient than they were when they 

operated separately. Synergies may take the form of cost savings, for example, when 

the merging companies eliminate duplicate functions, optimize their supply chains, or 

consolidate their facilities. Conversely, the companies may achieve revenue synergies 

when they cross-sell their products to a much larger customer base or leverage their 

combined strengths to capture completely new market opportunities. When Amazon 

acquired Whole Foods, it was able to integrate its e-commerce prowess with the much 

older, but still relevant, physical retailing presence of Whole Foods. 

 

 Market Expansion: Entry into New Markets or Segments 

M&A opens up new territories for companies that wish to grow more quickly than they 

could by relying solely on organic means. If a company wants to enter a new area and 

it takes a lot of time and effort to do it in an organic way, by penetrating it market by 

market, it can instead do an M&A to shortcut that time and gain that access instantly. 

This is particularly common in the banking sector for multinational corporations like 

Spanish bank Santander, which in acquiring multiple banks has used their market 

presence to become a global financial powerhouse. 

 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 10 | Feb 2026 

 

ISSN: 2582-6433 

 

Page | 185 
 

 

 Diversification: Reducing Business Risk 

Companies have a powerful incentive to diversify because it directly reduces their 

dependence on a single product line, market, or industry. When companies become 

involved with other companies in different sectors or regions, and when they acquire 

different sectors and regions, they become less dependent on a single sector or region. 

We call this spreading risk. And these same companies, as a hedge against downturns, 

try to ensure that their revenue streams come from a variety of sectors and regions. 

 

 Acquisition of Technology or Talent 

Accessing new technologies, intellectual property, or talented people can mean the 

difference between holding on to a competitive edge and watching it slip away. In some 

cases, it’s startups that are seen as the best way to get at advanced tech or the right kind 

of brainpower; in others, it’s specialized firms. Google’s many acquisitions of artificial 

intelligence startups have not just helped it maintain a leadership position in that area; 

they’ve also moved AI and machine learning much further into the way Google’s 

overall products work. 

 

 Tax Benefits 

M&A can offer substantial tax benefits, like using tax loss carry forwards from the 

acquired firm to offset future profits, and restructuring the combined company to take 

advantage of more favourable tax jurisdictions. In some cases, firms merge with or 

acquire companies that have significant tax assets, which helps reduce the overall tax 

rate of the consolidated company. This can make some combinations or transactions 

especially attractive. 

 

 Elimination of Competition 

Another primary engine of M&A is the aim to obliterate competitors and amalgamate 

market clout. By buying a rival, a company can bolster its market share, enhance its 

pricing prowess, and cement its control over industry standards. This tactic is much in 

vogue in industries where a handful of large players rule. Banking and tele-fon 

company, however, such deals often draw antitrust attention. Ironically, this makes 

regulatory approval of big deals more likely. If huge merge-overs don’t lead to a 

handful of big players, then what is the point? 
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4. Process of M&A 

4.1 Target Identification and Valuation 

Market Research: 

The first stage of the M&A process is detailed market research to identify suitable acquisition 

candidates. The acquirer company strategizes to ensure the identified targets align with its 

larger business goals. This strategy involves not just looking at direct competitors but also at 

firms operating in adjacent industries and at overall industry trends. It often entails using 

external consultants or investment banks to sift through potential acquisition targets and to 

identify and suggest suitable candidates out of the many possibilities. The ideal target meets 

criteria regarding size, market position, financial health, and growth prospects. 

 

Due Diligence: 

Prior to moving forward, an initial phase of due diligence is performed to gauge the potential 

of the target. This consists of a closely held evaluation of the company, in which the reviewers 

have access to the kinds of financial and operational data that are normally made public only 

in times of crisis or to boost a company's reputation. These reviewers, mostly from the acquirer 

camp, then write a report with a favourable or unfavourable tone. This is not the neatest or most 

ethical phase of the acquisition process. 

 

Valuation Techniques: 

Target assessment demands a valuation component. That is, it must arrive at the figure 

representing the fair price to pay for the target. Most often, analysts turn to three methods, each 

with its own mathematical and logical rigor. The first, Discounted Cash Flow (DCF) analysis, 

projects the target's future cash flows and discounts them back to the present using a rate that 

reflects the risks associated with those cash flows. The second, comparable company analysis, 

takes the target's financial metrics and compares them to those of similar companies that are 

either public or private. The third method, precedent transaction analysis, looks at prior 

transactions involving companies similar to the target and uses them as benchmarks. 

 

4.2 Negotiation and Deal Structuring 

Letter of Intent (LOI): 

When a buyer intends to acquire a target firm, it first issues a Letter of Intent. That document 

lays out the key terms and conditions of the deal proposal. Most of the time, the LOI is non-

binding. Still, it serves as an important framework for the negotiations that follow. The LOI we 
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discuss here has four parts: 

1. It provides a price range for the proposed acquisition. 

2. It states how long the buyer wants to negotiate exclusively. 

3. It gives a confidentiality assurance. 

4. It sets the stage for signalling and detailed negotiations. So far, we have covered what 

an LOI is, why it is important, and how it is structured. Now, we turn to why it is 

important to issue an LOI 

 

Term Sheet: 

After the LOI, more detailed term sheets are created to specify the transaction's finer points, 

such as these: 

- Payment structure (cash, stock, or a combination) 

- Representations and warranties 

- Indemnities 

- Conditions precedent 

Term sheets are useful in guiding legal teams in the preparation of definitive agreements and 

in clarifying expectations. 

Purchase Agreements: 

Legally binding purchase agreements mark the finish line of negotiation. Such agreements 

formalize the terms that the parties involved have settled upon. They cover all the bases and 

detail all the aspects of the deal: asset transfers, post-acquisition governance, dispute resolution, 

etc. They are the signal to everyone involved in the deal that this is the real thing and that the 

moment of truth has arrived. 

 

4.3 Due Diligence 

Financial, Legal, and Operational Review: Due diligence is a detailed investigation into the 

target company’s finances, laws, and operations. Financial due diligence ensures the earnings, 

assets, liabilities, and cash flows that are reported are accurate. Legal due diligence evaluates 

the company's contracts, intellectual property, litigation exposure, and compliance with 

regulations. Operational due diligence judges the quality of the workforce, suppliers, 

technologies, and management. These and other reviews find potential problems and assess 

their significance. 

 

Assessing Risk: A key element of due diligence is locating and assessing risks that could affect 
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the transaction's value or feasibility. These can include secret debts, forthcoming lawsuits, 

regulatory concerns, or cultural mismatches. Risk assessment informs negotiation adjustments, 

deal pricing, and sometimes even the decision to walk away, ensuring that the buyer has a fully 

informative basis for go/no-go decisions. 

 

4.4 Regulatory Approvals 

Competition Law Clearance: 

Most jurisdictions necessitate M&A transactions to undergo antitrust or competition law 

review to prevent monopolistic practices and protect consumer interests. In India, for instance, 

the Competition Commission of India (CCI) must approve transactions that exceed certain 

thresholds. This review determines whether the transaction would substantially lessen 

competition or tend to create an unfair market situation. 

 

Rules set forth by SEBI for companies that are publicly traded and listed: Regulatory authorities 

such as the Securities and Exchange Board of India (SEBI) impose extra, supplemental rules 

and requirements that public companies must obey. These added rules are related principally 

to the areas of: 

- Disclosure of information to shareholders. 

- Obtaining prior approval from shareholders for certain key corporate decisions. 

- Compliance with various codes that govern the takeover of public companies. 

Sector-specific Regulatory Clearances: 

Specific industries such as banking, telecommunications, and defense need regulatory approval 

on a sector basis prior to M&A activity. Their kind of deals requires an extra layer of clearance 

because they implicate national security or investment limits that are specific to them. Sector-

specific approvals certainly can and do add complexity and time to the M&A process. 

 

4.5 Post-Merger Integration 

Cultural Integration: 

Smooth integration of corporate cultures is vital for successful M&A. Friction can arise when 

the cultures involved differ in values, management styles, or employee expectations. Building 

trust and collaboration in the merged entity is more likely when cultural alignment is intentional 

and well-executed. 

 

Fitting together IT systems, operational processes, and workflows is essential if we are to 
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realize synergies and avoid disruption. Hardly any function, operational or IT, has remained 

untouched by the mandate to integrate. This applies, for instance, to the accounting function 

and the accounting systems of the involved companies. It applies to supply chains, customer 

service platforms, and indeed all functional areas where interfaces across the former 

organizational boundaries are required. At the executive and board level, the same applies to 

the reporting mechanisms that must now serve the integrated enterprise. 

 

Guiding employees through transition and addressing uncertainty are the basics of change 

management. And bolstering employee acceptance and commitment is the aim of all change 

management strategies. Communication is the big one. A merger change management plan 

needs to be executed with clear and immediate communication about why the merger is 

happening, what it means, and who it will affect. Then, there needs to be training—pretty much 

a given when theatrical performances are part of the new world of work. Finally, a merger 

change management plan needs to involve key stakeholders in the communities of employees 

who are the merger’s frontline impact areas. 

 

5. Legal And Regulatory Frameworks Governing Mergers And 

Acquisitions In India 

 Companies Act, 2013 

The primary statutory framework in India for mergers and acquisitions is the 

Companies Act, 2013. Compromises, arrangements, amalgamations, and mergers, 

including cross-border mergers with foreign companies, are specifically governed by 

Sections 230 to 240 of the Act. 

The detailed procedures that need to be followed to initiate, approve, and implement 

M&A transactions are set out in the Act. The National Company Law Tribunal (NCLT) 

must approve all transactions, and in some cases the Central Government must also 

give its approval. Notices have to be sent out to regulators and stakeholders, and a large 

majority (three-fourths) of creditors and members have to approve the scheme. Certain 

transactions can be done on a fast-track basis; this is prescribed for small companies 

and holding-subsidiary mergers. The Act requires that certain essential conditions be 

satisfied in all cases, like compliance with accounting standards (these standards are set 

by the Institute of Chartered Accountants of India), and protection of minority interests. 

The Act, therefore, lays a strong foundation for a regime that makes the use of 
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accounting numbers a lot more reliable than it used to be. 

 

 Competition Act, 2002 

The Competition Act, 2002, implemented by the Competition Commission of India 

(CCI), safeguards market competition from the adverse effects of mergers and 

acquisitions. Two sections, 5 and 6, in particular, concern themselves with M&A. 

Section 5 defines combinations that require notification to the CCI and Section 6 

describes what happens when a combination exceeds certain thresholds. These sections 

ensure that entities engaging in combinations—mergers, amalgamations, or 

acquisitions that exceed certain asset or turnover thresholds—notify the CCI of the 

impending marriage. The CCI then gets to decide whether the marriage is good for the 

market. 

 

 The SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011 

For public companies, laws regulate how much control a person can acquire before they 

must make a public offer to all the other shareholders. These laws require a person to 

make a public offer to all the other shareholders if they want to buy a substantial number 

of shares—that is, if they want to buy a number of shares that is equal to at least 15% 

of the total number of shares in the company. 

If a person is going to make a public offer to all the other shareholders because they 

want to acquire a substantial number of shares, then the law says that the public offer 

itself has to be made very clear, and the person making it has to give a lot of information 

about the terms of the offer and also about the company itself. 

 

 Income Tax Act, 1961 (for tax implications) 

Mergers and acquisitions have specific tax treatments prescribed by the Income Tax 

Act, 1961. The Act has provisions regarding mergers and demergers that allow these 

activities to happen in a tax-neutral way, meaning that neither the acquirer nor the target 

company incurs any taxes as a result of the merger or demerger happening. These 

provisions, however, have a number of conditions that must be fulfilled in order for the 

entire transaction to be deemed tax-neutral. These conditions include: 

1. Continuity of shareholding. 

2. The amalgamated company carries on the same business as the amalgamating 

company. 
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3. The demerged company carries on the same business that the demerging 

company was carrying on prior to the demerger. 

The Income Tax Act, 1961, has many provisions that cover the taxation of cross-border 

M&A transactions and the transfer pricing implications of related party transfers. 

Obtaining a good understanding of these provisions is essential to structuring M&A 

deals efficiently. 

 

International legal and regulatory framework 

 Hart-Scott-Rodino Act (USA) 

The Hart-Scott-Rodino Antitrust Improvements Act (HSR Act) is a fundamental part 

of U.S. antitrust law that oversees mergers and acquisitions. Under the HSR Act, parties 

to certain transactions that exceed specified thresholds must notify the Federal Trade 

Commission (FTC) and the Department of Justice (DOJ) before completing the deal. 

The filing is meant to give the regulators a chance to look at the deal and determine 

whether it would have anti-competitive effects. The HSR Act is now 50 years old, 

having first been enacted in 1976. Over the years, it has been amended and has matured 

into its current form. It is easily the most in-depth and comprehensive premerger 

notification system in the world. 

 

 EU Merger Regulation 

The legal framework for the review of mergers and acquisitions in the EU is set out in 

the EU Merger Regulation (EUMR). Companies must notify the European Commission 

about their planned mergers and acquisitions before they happen, if (1) the companies 

involved have an aggregate yearly turnover of at least 

• €5 billion worldwide, and at least 

• €250 million within the EU, or if (2) the companies involved have a large enough 

common turnover in the EU and the merger creates a situation where, in the EU, (a) 

effective competition is significantly impeded even if only (b) a dominant market 

position is significantly strengthened. 

 

 Cross-border M&A Considerations 

Mergers and acquisitions between companies based in different countries are an 

attractive form of foreign investment. At the same time, they are complicated by the 
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many layers of legal and regulatory requirements that must be satisfied in both the host 

and home countries. Practitioners of this high art of corporate restructuring have to 

contend with not only the familiar problems of satisfying competition laws and 

obtaining necessary approvals as mandated by foreign investment regulations but also 

a host of other issues that arise from the manner in which each country's laws and 

regulations affect the companies involved. These foreign investment reviews may be 

especially intense if the companies are in the defense or telecommunications sectors. 

 

6. Major challenges in mergers and acquisitions 

Mergers and acquisitions (M&A) are potent instruments for corporate growth and change. But 

they are loaded with challenges that can undermine their livelihood. While financial handling 

and strategic alignment are critical, and the real test often lies in the complex process of 

integrating two distinct organizations. Merger mayhem can erupt from several sources: cultural 

collision, operational forms, and regulatory impasses. Understanding these challenges is 

mandatory if you want to plan and execute better. It's not rocket science. But it does require 

knowing what to expect and how to deal with it when it happens. 

 

 Cultural Differences 

Integrating cultures is one of the most significant challenges in an M&A. There is ample 

evidence showing that when two organizations with different values attempt to merge, 

they often fail. This was the case with the Daimler-Chrysler merger, where poor 

collaboration between German and American engineers led to operational inefficiencies 

and ultimately to a dissolution of the partnership. Because misunderstandings and 

friction likely will arise when two organizations with different styles and norms come 

together, achieving the intended synergies is increasingly dependent on good 

leadership—whether by direct, face-to-face interaction or through what leadership 

theorist Ed Schein calls the "cultural conversation" that open, honest dialogue provides. 

 

 Integration Issues 

Merging is always a difficult task. And even with a solid strategic rationale, making 

two disparate companies into one can be overwhelming. Integration begins with three 

main components: systems, processes, and people. The systems piece typically revolves 

around information technology. Many deals have stumbled because the two sides 

couldn’t meld their IT systems. These are usually large, complex sets of components 
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that work together to serve the business. If you have a large, complex set of anything, 

be it a system or a process, and then try to combine it with another similar (or not so 

similar) set, you get integration hell. No two companies that merge ever have the same 

IT systems; indeed, no two divisions of any one company have the same systems. 

 

 Valuation Disputes 

Fair value determination for the target company is a common source of disagreement 

in M&A negotiations. Disputes can arise from differing views about the company’s 

future earnings, market conditions, or the worth of intangible assets like intellectual 

property. Protracted negotiations, deal delays, and even deal failure can result from 

these disagreements. To avoid such disputes, it is a good practice to use independent 

third-party valuations, transparent methodologies, and clear contract language to 

convey the essential economic terms of the deal. 

 

 Regulatory Delays 

M&A deals face serious delays and uncertainties caused by the necessity for approvals 

from regulatory authorities. In both India and the United States, for example, 

intermediaries such as the Competition Commission of India and the Federal Trade 

Commission in the U.S. can cause deals to be delayed in coming to the conclusion that 

they should be approved. And when the regulatory authorities deem it necessary, they 

can impose conditions on the M&A deal itself that must be complied with. If the 

regulatory authorities in either country deny the M&A deal (as they have done in a few 

high-profile instances), then the deal cannot happen. And if the kinds of detailed studies 

that the regulatory authorities demand take a long time to carry out, the M&A deal itself 

can arrive at the altar, so to speak, but not get across the finish line. 

 

 Employee Retention 

The loss of key talent due to the uncertainty and disruption caused by M&A can be 

critical to the success of the merged or acquired entities. Clearly, retaining the right 

people is a concern whenever companies combine, but it is especially acute when the 

cultures of the two organizations are very different. The retention risk is compounded 

when the two organizations operate in the same market—where the acquired company's 

customers and employees often become merger targets for exiting M&A talent. This is 

an issue that many talent management experts have written about over the years. Here 
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are some specific proactive retention strategies. 

 

 Antitrust Concerns 

Antitrust or competition concerns arise when a merger or acquisition threatens to reduce 

market competition or create a dominant player. Regulatory authorities may investigate 

the transaction to ensure it does not harm consumers or stifle innovation. 

In some cases, deals may be blocked, modified, or subjected to conditions such as 

divestitures. 

Navigating antitrust reviews requires thorough market analysis, legal expertise, and 

often, engagement with regulators to address concerns. 

Companies must be prepared for the possibility of extended review periods and the need 

to make concessions to secure approval. 

These challenges highlight the importance of comprehensive planning, cultural 

sensitivity, and regulatory awareness in achieving successful M&A outcomes. 

 

7. Recent trends in M&A 

Mergers and acquisitions (M&A) continue to advance swiftly, influenced by technological 

innovation, moving capital markets, regulatory shifts, and new corporate and investor strategic 

priorities. The 2025 landscape has corporates and investors focusing even more keenly on tech-

driven deals; the private equity (PE) universe is a bigger player than ever in the M&A market; 

cross-border transactions are booming; regulatory scrutiny of deals—especially big ones—is 

tougher than in recent history; and (largely a function of the growth in tech deals) the need for 

digital due diligence is becoming a bigger part of the conversation around best practices in 

M&A. 

 

 Rise of Technology-Driven M&A 

M&A activity now puts technology at its core, with companies across every single 

industry acquiring tech firms to drive digital transformation. These same firms are also 

acquiring AI capabilities as they try to stay competitive. The surge in artificial 

intelligence, cloud computing, and the digital platforms of the world has led to an even 

sharper uptick in deals targeting innovative startups and established technology players, 

and for many traditional businesses, acquiring technology assets is a faster route to 

modernizing their operations than building in-house. In India, for instance, we see vast 

M&A growth across AI, SaaS, and digital consumer brands. And globally, tech 
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megadeals are clearly driving consolidation across the sector and prompting businesses 

to reinvent their models. 

 

 Private Equity Participation 

Private equity (PE) firms have risen in prominence in the M&A market, especially as 

they have become net sellers of assets in recent years. Not only do these firms bring 

record amounts of capital to the negotiation table—nearly $1.9 trillion globally in 

2025—but they also supply operational expertise and a laser-like focus on value 

creation. If anything, PE firms are gathering momentum after a relatively quiet 2023. 

They have inspired deals in 2024, especially in sectors that are expected to flourish: 

green energy, infrastructure, and IT services. 

 

 Cross-Border Transactions 

Cross-border mergers and acquisitions remain one of the most prevalent key strategies 

for companies seeking global growth and increased diversification in their markets. 

These transactions require prospecting companies to navigate carefully through the 

many quagmires they encounter, and to do so successfully in order to achieve their 

objectives. 

In 2025, there has been a noticeable uptick in the number of cross-border M&A deals 

completed, this despite the global economic headwinds we are all facing. And as these 

deals have been getting done, the overall quality of the transactions seems to have 

improved significantly. Forrester Research has projected an increase in M&A spending 

in 2025. 

 

 Increasing Regulatory Scrutiny 

The global surge in regulatory scrutiny of mergers and acquisitions means today's 

dealmakers face a hostile environment. Regulatory bodies now take far-reaching 

perspectives when assessing M&A transactions, looking not just at immediate 

competition but also at long-term impacts on consumer welfare and national interests. 

Dealmakers face an increasingly intricate landscape of new and sometimes conflicting 

rules and approaches across jurisdictions. The toolkit for potential acquirers has been 

turned on its head. Buy, and you could be in trouble. Don't buy, and you could be in 

trouble. En engage with regulators and build robust compliance strategies to navigate 

this regulatory maze. 
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 Digital Due Diligence 

The M&A due diligence process has digitized, allowing dealmakers to use advanced 

analytics, AI, and digital platforms to better and more quickly assess targets. Faster, 

more thorough assessments—in cybersecurity, data privacy, and intellectual property, 

for instance—are enabling the quicker identification of risks and opportunities and 

bringing sharper focus to diligence. Virtual work and dealmaking have become our new 

normal, and industry players are investing in technology to streamline the process, 

improve accuracy, and keep the deal train rolling on schedule. This means better deals 

at higher speeds, with good ol' common sense underwriting why we should be able to 

accomplish this posthaste. 

 

8. Conclusion 

Mergers and acquisitions provide transformative strategies that can turn a corporation's 

trajectory in a different direction. They can enable a company to find new avenues for growth, 

achieve operational efficiencies, and enhance their competitive positions in an increasingly 

complex global marketplace. But how often do M&A deals produce these desirable outcomes? 

Motives vary widely, and success is difficult to achieve and even harder to measure. Why do 

so many companies undertake M&A even when past performance shows a high failure rate? 

The motives and drivers of M&A have changed in recent years. Today, M&A serves as an 

important vehicle for achieving growth and for carrying out a corporate renewal strategy. While 

achievement of these objectives is contingent on successful integration, research cited in the 

McKinsey Report (October 2003) suggests that 25 percent of M&A deals produce new value 

for the buyer. Thus, if you undertake an M&A deal and achieve successful integration, the 

probability that you will obtain new value for the buyer will be slightly less than one in four. 

 

EXTRA CONTENT 

📘 1. Meaning & Core Concept 

🔹 Mergers 

A merger occurs when two or more companies combine to form a single entity. This is 

usually done between companies of similar size and stature to synergize resources and reduce 

competition. 

Example: Vodafone India and Idea Cellular merged to create a stronger telecom player — 

Vodafone Idea Ltd. 
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🔹 Acquisitions 

An acquisition is when one company buys majority or full stake in another, thereby gaining 

control over its operations. The target company may continue to operate independently, or it 

may be absorbed entirely. 

Example: Tata Group acquiring Air India from the Government of India. 

 

🧩 2. Types of M&A 

✅ Horizontal Merger 

 Between two companies in the same industry and often competitors. 

 Goal: Market dominance and cost-efficiency. 

 Eg: Disney acquiring 21st Century Fox. 

✅ Vertical Merger 

 Between a manufacturer and a supplier/distributor. 

 Goal: Smoother operations and cost savings. 

 Eg: Amazon acquiring Whole Foods. 

✅ Conglomerate Merger 

 Between companies in unrelated businesses. 

 Goal: Diversification. 

 Eg: Tata Group’s ownership of Tata Steel, Tata Motors, and Taj Hotels (via internal 

M&A). 

✅ Reverse Merger 

 A private company acquires a public company to bypass IPO regulations. 

 Eg: Reverse listings in stock markets. 

✅ Hostile Takeover 

 When a company forcibly acquires another without the target’s consent. 

 Eg: Mittal Steel’s hostile takeover of Arcelor in 2006. 

 

⚖️ 3. Legal Framework in India 

🏛️ Key Laws Governing M&A: 

Law/Regulator Purpose 

Companies Act, 2013 
Governs legal procedure of mergers 

(Sections 230–240) 
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Law/Regulator Purpose 

Competition Act, 2002 Prevents monopolies & ensures fair market 

SEBI (Substantial Acquisition of Shares and 

Takeovers) Regulations, 2011 
Governs takeover of listed companies 

Income Tax Act, 1961 
Taxation on mergers/acquisitions, capital 

gains, etc. 

Foreign Exchange Management Act (FEMA) 
Regulates M&A involving foreign 

entities/investors 

Insolvency and Bankruptcy Code (IBC), 2016 
Allows M&A of distressed assets during 

insolvency proceedings 

 

🔍 4. Stages of M&A Transaction 

🌀 Pre-Deal Stage: 

 Strategic Planning: Identifying why a company wants to merge or acquire. 

 Target Search & Screening: Finding suitable companies aligned with the strategy. 

📋 Deal Execution: 

 Due Diligence: Legal, financial, operational, and environmental analysis. 

 Valuation & Pricing: Determining fair value of the target company. 

 Negotiation & Signing: Letter of Intent (LoI), MoU, Share Purchase Agreements 

(SPA), etc. 

🏁 Post-Deal Stage: 

 Regulatory Approval: From SEBI, CCI, RBI, NCLT, etc. 

 Integration: Harmonizing operations, HR, tech, branding. 

 Monitoring & Evaluation: Ensuring synergies and efficiency are achieved. 

 

📈 5. Why Companies Pursue M&A 

Strategic Reason Explanation 

Market Expansion Entering new geographical or product markets 

Cost Synergy Reducing redundant functions or departments 

Revenue Synergy Cross-selling, wider customer base 

Tax Benefits Utilizing accumulated losses of target 
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Strategic Reason Explanation 

Access to Technology Acquiring R&D, innovation, patents 

Eliminating Competition Absorbing rivals and increasing market share 

 

💥 6. Challenges & Risks 

 Cultural Clashes between merging entities 

 Regulatory hurdles (especially with CCI) 

 Integration Failure 

 Employee Resistance or Layoffs 

 Hidden Liabilities in the target company 

 Shareholder Opposition 

 

📚 8. Case Study: Tata Motors – Jaguar Land Rover 

 Background: Tata Motors acquired JLR from Ford in 2008. 

 Objective: Expand globally in the luxury automobile sector. 

 Risk: Global recession and lack of prior experience in luxury cars. 

 Outcome: One of the most successful acquisitions in Indian corporate history. 

 Mergers and Acquisitions (M&A) represent a strategic approach through which 

companies restructure, expand, or consolidate their businesses. A merger occurs when 

two companies of roughly equal size come together to form a new entity, while an 

acquisition involves one company purchasing and absorbing another. M&A activities 

are often pursued to achieve growth, eliminate competition, enter new markets, acquire 

new technology, or gain access to specialized talent and resources. These transactions 

can be friendly or hostile, and can take various forms such as horizontal mergers 

(between competitors), vertical mergers (within the supply chain), or conglomerate 

mergers (between unrelated businesses). 

 The M&A process involves several key stages: identifying the strategic rationale, 

selecting suitable targets, conducting thorough due diligence (legal, financial, and 

operational), and negotiating the terms of the transaction. Post-transaction, companies 

must integrate their operations, cultures, and systems, which is often the most 

challenging aspect. In India, M&A transactions are governed by a comprehensive legal 

framework that includes the Companies Act, 2013, the SEBI Takeover Code, the 

Competition Act, 2002, and other regulatory provisions like FEMA and the Income 
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Tax Act. All mergers, especially those involving large corporations, must also seek 

approval from regulatory bodies such as the Competition Commission of India (CCI) 

and the National Company Law Tribunal (NCLT) to ensure compliance and protect 

public interest. 

 India has witnessed several high-profile M&A deals that have significantly shaped its 

corporate landscape. Notable examples include Tata Motors’ acquisition of Jaguar 

Land Rover, which gave Tata a global footprint in the luxury automobile segment, and 

HDFC Ltd.'s merger with HDFC Bank, aimed at creating a financial giant in banking 

and housing finance. Other major deals include Reliance’s acquisition of Future Retail 

and Zomato’s acquisition of Blinkit. While M&A can offer immense benefits in terms 

of scale, synergy, and competitiveness, they also carry risks such as cultural clashes, 

regulatory delays, overvaluation, and integration failure. Therefore, successful M&A 

execution requires careful planning, expert legal guidance, and efficient post-deal 

management. 

 In the Indian legal context, mergers and acquisitions are primarily regulated under the 

Companies Act, 2013, specifically Sections 230 to 240, which lay down the procedure 

for compromises, arrangements, and amalgamations. Companies must file applications 

before the National Company Law Tribunal (NCLT) for approval, and the process 

includes obtaining consent from creditors and shareholders. In cases of listed 

companies, the Securities and Exchange Board of India (SEBI) plays a critical role, 

especially under the SEBI (Substantial Acquisition of Shares and Takeovers) 

Regulations, 2011. Additionally, transactions that may affect market competition must 

be reported to the Competition Commission of India (CCI) for antitrust scrutiny. This 

layered legal mechanism ensures that M&A transactions are not only financially and 

operationally viable but also fair, transparent, and in public interest. 

 The tax implications of M&A transactions are also significant. Under the Income Tax 

Act, 1961, certain types of mergers—like those meeting conditions of Section 2(1B)—

are considered tax neutral, meaning there is no capital gains tax on transfer of assets 

if conditions are met. However, stamp duty on the transfer of immovable property, GST 

considerations on ongoing contracts, and treatment of accumulated losses of the 

transferor company add complexity. In cross-border M&A deals, Foreign Exchange 

Management Act (FEMA) guidelines must be followed to ensure that foreign 

investment is compliant with RBI policies. Moreover, in the post-COVID era, India has 

implemented a “prior approval route” for foreign investments from countries sharing 
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a land border with India, making foreign M&A more sensitive to national security and 

economic interest. 

 Beyond regulatory compliance, the success or failure of an M&A deal often hinges 

on the effectiveness of post-merger integration (PMI). This phase involves 

harmonizing work cultures, aligning organizational goals, consolidating IT systems, 

and retaining key talent. Cultural mismatch is one of the top reasons many M&A deals 

fail globally. For instance, in the Daimler-Chrysler merger, despite legal and financial 

compliance, cultural and operational misalignment led to eventual separation. On the 

other hand, the acquisition of WhatsApp by Facebook succeeded largely because 

WhatsApp was allowed to retain its autonomy while integrating strategically. 

Therefore, while M&A is a powerful tool for corporate expansion, it requires not just 

legal precision and financial foresight but also strategic empathy and organizational 

planning to deliver real long-term value. 
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