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Abstract
The objective of this paper is to study the concept of mergers and acquisitions in the context of modern financial
relations. It is an essential process nowadays for the growth and survival of almost all business. If any company
is not adopting this way either they will not grow or will be acquired by the other major corporations. In this
paper, to conduct a uniform research and arrive at an accurate conclusion why organizations take this innovative
mode of expansion, we restrict our research to only Asian companies—Masan and Singha—which work in food
and beverage industry. Over and above that, the main focus is on investigating the major issues associated with
pre and post merging situations with special emphasis on the improvement of the business well-being and

competitive edge.
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tion, the wave of mergers and acquisitions

(M&A) is spreading with strong economic
development in many countries. Several com-
panies have used mergers and acquisitions as a
way of enhancing their presence internationally
and expanding their market share in new mar-
kets, especially in emerging ones. According to
the analysis of economic experts, M&A is one
of the solutions for the business restructure to
improve efficiency. National economies are facing
great opportunities in attracting foreign invest-
ment capital for industrialization and moderni-
zation. However, attracting foreign investment
in traditional forms only is not enough for the
current trend of foreign investment, especially
the investment of transnational corporations
from developed countries. Therefore, M&A—the
new form of investment—is an important legal
foundation for investment, business and other
services.
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In the era of globalization and moderniza-

A Conceptual Framework of Mergers
and Acquisitions in the Modern Economy

The Theoretical Concept

of Mergers and Acquisitions

A merger or an acquisition refers to the combi-
nation of two or more companies into one new
company or corporation. The method of execu-
tion points out the main difference between
these two terms. Sherman and Hart (2006) de-
fine mergers as “...two companies joining to-
gether (usually through the exchange of shares)
as peers to become one.” They define acquisi-
tions as involving “...typically one company—the
buyer—that purchases the assets or shares of the
seller, with the form of payment being cash, the
securities of the buyer, or other assets of value
to the seller” (DePamphilis, 2017). The purpose
of M&A is to take control of the business to a
certain degree rather than merely own a share
of capital or shares of the business as small re-
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tail investors. Therefore, when an investor gains
a stake in a business, the share of the business
is sufficient to participate in deciding important
issues of the business, then it can be considered
as an M&A activity. Conversely, when an inves-
tor owns a share of capital, but these shares are
not sufficient to determine important issues of
the enterprise, then it is only considered as a
normal investment activity.

Classifications of Mergers and Acquisitions

in Business

In general, there are three main types of merger
and acquisition which are determined by different
corporate strategies. They are categorized into hor-
izontal, vertical and conglomerate. Horizontal in-
tegration is known for the practice of one business
acquiring another company which is running the
same product line, competing directly and sharing
a unified market. Vertical integration is character-
ized by forwarding or backward integration along
the supply chain. Conglomeration is characterized
by the acquisition of unrelated companies that
continue to produce in unrelated sectors. This sec-
tion briefly introduces these three basic types of
merger and acquisition.

Horizontal merger and acquisition

Horizontal integration is the merger and acquisi-
tion of firms in the same industry. It occurs be-
tween direct competitors manufacturing the same
type of product and sharing the market. The result
of this merger and acquisition brings opportuni-
ties to expand the market, increase efficiency in
brand integration, reduce fixed costs and increase
efficiency in the distribution system. For instance,
the merger between JPMorgan and BankOne in
the financial sector, or the largest merger in the
banking sector between Algemene Bank Neder-
land (ABN) and Amsterdamsche-Rotterdamsche
Bank (AMRO) would be horizontal in nature.

Vertical merger and acquisition
Vertical integration is a merger between two en-
terprises located on the same value chain, lead-
ing to the forward or backward extension of the
merged enterprise on that value chain.

This form of integration is divided into two sub-
groups:

(i) Forward merger: This occurs when an enter-
prise acquires its client enterprise, for example, a

garment enterprise acquires a chain of retail cloth-
ing stores.

(ii) Backward merger: This happens when an
enterprise acquires its suppliers, for example, a dairy
production company acquires a packaging, bottling
or dairy farming enterprise. Vertical consolidation
allows enterprises to integrate the advantages of
assuring and administrating the quality of goods or
services, reducing the cost of intermediation, con-
trolling the source of goods or output of competitors.

Conglomerate merger and acquisition

This approach is a link between businesses in dif-
ferent and irrelevant sectors of the economy, to
reduce the risk fundamentally by diversification
and to exploit different forms of economic activity
in financial and resource sectors. Typically, busi-
nesses which want to diversify product ranges will
choose the linking strategy for establishing the
corporation.

Conglomerate mergers are divided into three
groups:

(i) Pure Merger: This case happens where two
businesses have no relationship with one another,
for example, a medical device company purchases
a fashion company.

(ii) Geographic expansion: Two enterprises pro-
duce the same product, but consumption in two
markets is completely geographically isolated, for
example, a restaurant in Hanoi buys a restaurant
in Thailand.

(iii) Product Incorporation: Two companies
produce two different types of products, but apply
the same production or marketing technology, for
example, a laundry detergent manufacturer buys
an enterprise producing detergent hygiene.

Mergers and Acquisitions as a Tool for
Increasing Value and Competitiveness

Organizational and Economic Characteristics

of Masan and Singha

Masan Group Corporation is an investment hold-
ing company, manufactures, retails, and dis-
tributes food and beverage products in Vietnam
(Masan Group Corp., 2018). The company manu-
factures and distributes a range of food and bev-
erage products, including soya sauce, fish sauce,
chilli sauce, instant noodles, instant coffee, in-
stant cereals and bottled beverages. It also en-
gages in breeding swine, providing animal pro-
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tein, and beer and beverage trading activities. The
group was founded in 1996 and is headquartered
in Ho Chi Minh City.

Singha is a member of Boon Rawd Brewery, the
first and largest brewery in Thailand since 1933.
The famous brands of this business are Singha, Leo,
B-ing, Purra, Sanvo, Syder Bay, Boorward Farm,
Pundee or Masita (Singha Corporation, nd). In ad-
dition to beer and non-alcoholic beverages, Singha
is also known for its real estate, agriculture, food,
restaurants, packaging and more than 50 member
companies. Singha’s current owner is billionaire
Santi Bhirombhakdi, the ninth richest man in Thai-
land with total assets of $ $ 3.7 billion (Forbes, 2017).

On December 25, 2015, Masan Group issued a
press release on the M&A deal with Singha from
Thailand. Under a joint venture agreement, Sin-
gha will spend a total of $ 1.1 billion to acquire
a 25% stake in Masan Consumer Holdings (Con-
sumer Goods Company) and 33.3% stake in Masan
Brewery (Beverage Company). Among hundreds of
M&A deals in 2015, this was the deal that pushed
the value of the Vietnamese M&A market over the
$ 5-billion mark for the first time (Masan’s history,
2017). Trade went into force in January 2016, it
means that Masan’s products would be available
in the Thai kitchen, while Singha Asia’s beverage
would be in the living room of the Vietnamese. Both
sides say that this relationship is unique because
two companies of two ASEAN countries team up
to develop cooperation. This combination allows
Masan and Singha to expand their food and bever-
age markets to a regional scale, especially in the

“ASEAN inland” countries (Vietnam, Thailand, My-
anmar, Cambodia, Laos) with 250 million people.
“To me, this means 1 + 1 = 5,” commented Nguyen
Dang Quang, Masan Group chairman (Anh, 2015).

Review of Masan-Singha Mergers-and-
Acquisitions Deal as the Way to Increase Value
and Competitiveness

The phenomenon of Thai enterprises pouring
money into the famous manufacturing enter-
prises of Vietnam has been strong in recent years.
They do not only invest directly in Vietnam, but
major Thai corporations also target the leading
brands through mergers and acquisitions. Twenty
years ago, Masan was known as an exporter of in-
stant noodles and spices, but to the present time,
it has been referred to as the largest producer of
home-made consumer goods such as fish sauce,
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soy sauce, chilli sauce, convenience food, coffee,
and meat products. According to statistics pub-
lished by the group, “By the end of 2016, 98% of
Vietnamese households are using at least one
Masan product.” Its net revenue in 2016 was ap-
proximately $ 2 billion (Masan Group Corp., 2017).

On the one hand, Vietnam is considered as an
attractive market for overseas investors. It is also
a sign that Vietnam is becoming a processing and
manufacturing centre of the world, as assessed by
many leading experts in the industries. Nevertheless,
the rapid fall of many of the top brands, many of
which have a long history of development, may be a
sign of regret. The rapid integration of Vietnam into
the world economy opens many opportunities but
also brings several challenges. Large international
capital flows are ready to flow in, therefore, many
leading Vietnamese business may become willing
to sell their shares.

As in the case of Masan and Singha, cooperation
means expanding the market for both parties. By
working with Masan as a strategic partner, Singha
can take advantage of Masan’s strong distribu-
tion platform to reach the fast-growing market of
more than 90 million Vietnamese customers. This
partnership is a new opportunity for Singha to pen-
etrate Vietnam’s food and beverage industry, after
its unsuccessful bidding effort for Vietnam’s largest
beer producer Sabeco (short form of the Saigon
Beer, Alcohol and Beverage Corporation), as Sabeco
said that it would not sell large minority shares to
foreign companies. In return, Masan will benefit
from a strong operating platform including deep
distribution, understanding of local preferences,
branding and manufacturing excellence. Masan’s
brand has a chance to spread widely as 69 million
Thai consumers have a keen interest in sauce and
coffee—the main products of the company. Within a
year after Singha’s first investment, Masan launched
Chin-su Yod Thong fish sauce in Thailand market
after a research and investigation to find the essence
of Thai fish sauce. This event not only illustrates
the comprehensive cooperation of the two leading
corporations in Vietnam and Thailand in order to
establish a regional platform of regional scale in
the ASEAN market but also represents the first step
of the journey to spread the culinary culture of the
East to the world, with the flavour of fish sauce.

Based on an independent survey, 95% of Thai
consumers and chefs claimed that they liked and
wanted to purchase Chin-su Yod Thong, of which,
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Table 1
Summary of MSN’s H1 2016 P&L
H12016 (VND billion) F&B Animal protein Mining, banking & others Group total
Revenue 6,345 11,051 1,745 19,141
NPAT contribution before Ml 904 1,031 374 2,309
Unallocated expenses -829
Group’s NPAT before Ml 1,480
Group’s NPAT post Mi 1,034
H12015 (VND billion) F&B Animal protein Mining, banking & others Group total
Revenue 5,801 3,332 1,201 10,414
NPAT contribution before Ml 852 160 -22 990
Unallocated expenses -317
Group’s NPAT before Ml 673
Group’s NPAT post Mi 364

Source: MSN & VCSC. Accessed 4 April 2018. http://www.vietnamadvisors.com/masan-firing-on-many-cylinders

Table 2
Summary of MSN’s F&B segment

F&B segment H12016 H12015 YoY %
Seasonings 2,356 2,257 4.4%
Convenience Foods 1,823 2,037 -10.5%
Beverages & others 1,623 1,291 25.7%
Beer 543 296 83.4%
Total 6,345 5,881 7.9%

Source: MSN & VCSC. Accessed 4 April 2018. http://www.vietnamadvisors.com/masan-firing-on-many-cylinders.

75% said that they would replace their current fish
sauce with Chin-su Yod. In January 2016, after the
first funding of Masan deals with Singha, Masan’s
stake increased from 77.8% to 96.7% (Masan Group
Corp., 2017). Not only does Masan win the taste
of Thai consumers, but it also gains a competi-
tive advantage over domestic competitors such
as Thaipreeda Group, UFC Food and Rayong Fish
Sauce Industry Co., Ltd.

Masan Group had a strong financial position
with a revenue of VND 19,141 billion as of H1 2016
compared to VND 10,414 billion as H1 2015, an
increase of 83.8% (Table 1).

Masan Consumer bounced back in Q22016 to
help F&B segment achieve 7.9% revenue growth in
H1 (Phat & Dao, 2016). The Group’s cash inflows
were also boosted by the injection of VND 13.3 tril-
lion from Singha Asia for equity stakes in MCH and
MB, offset by increased stakes in Vinacafé, Vinh Hao,
Proconco and Quang Ninh (Masan Group Corp., 2017).

Singha Group has five businesses, including beer,
food and beverages, energy, real estate and logistics.
Beer and real estate contribute major sales. Cur-
rently, there are about 100 companies under Singha
Group, eight of which are involved in the food busi-
ness. Food business generates about 20 percent of
the group’s total sales, with the expectation that
it will rise to 35 percent over the next three years
(Mcclatchy, 2016). Over the period from 2004 to
2016, volume growth in the beer sector on an an-
nual basis increased stably and gradually [Figure 1].
This reveals sustainable development and is on the
back of intensive business activity levels among the
sector’s leading alcoholic drink players like Singha
Corporation, ThaiBev and Asia Pacific Breweries.

In the Vietnamese and regional market, Sin-
gha-Masan will motivate both companies in the
race with another major Thai beverage company,
ThaiBev. Interestingly enough, on 18 December
2017, Vietnam Beverage (49% owned indirectly by
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Figure 1. Thailand Beer Sales from 2004 to 2016 (LHS, RHS).
Source: BMI Research 2012 (Singha Investing, 2012). Retrieved from http://www.foodanddrinkinsight.com/company-news-

alert-singha-investing-growth-nov-2012. Accessed 4 April 2018.

ThaiBev of Thai billionaire Charoen Sirivadhanab-
hakdi) bought a total of 343.66 million shares

of Sabeco (Saigon Alcohol Beer and Beverages

Corporation) at the price of 320,000 dong per
share, equivalent to the total price worth nearly
$ 5 billion (ThaiBev finances, 2017). Vietnam

Beverage officially owns the largest brewery in

Vietnam. However, ThaiBev did borrow $ 5 billion

from banks to acquire Sabeco and had to pay for it
within 24 months. ThaiBev will issue four tranches

of long-term bonds in 2018 and 2019, the first in

March 2015, with a target of 50 billion baht (Minh,
2018). While ThaiBev has to focus on promoting
the efficiency of existing investments, especially
making money to pay off debt, Singha-Masan

can conquest the market by diversifying a lot of
products to different regions.

Vietnam is the biggest market for beer in South-
east Asia and ranked third in Asia after Japan and
China. It is also very competitive with high locality.
In the north, there are Habeco and Halida; in the
south, there is Sabeco; in the central, there are Larue
and Huda. Foreign beer brands like Heineken, Tiger,
Sapporo, and Carlsberg have been rooted in Vietnam
for a long time, through joint ventures with local
partners. In addition, there are a lot of Czech beer,
German beer, Belgian beer, Japanese beer, American
beer, Mexican beer... imported for sale. That is why,
despite the potential market, Singha-Masan must
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make the most of their affiliation to wade into niche
markets and compete with potential competitors.

Conclusions

Mergers and acquisitions are entered into for cre-
ating a win-win situation for all the concerned

stakeholders of the company. In the long term,
competition among food and beverage companies

will become fiercer. Companies that have good

quality products and prestige brands will sur-
vive and maintain their profits. Conversely, they
may encounter financial difficulties and cannot
increase the value of stakeholders. Due to this,
the merger of Singha and Masan is a long-term

venture of both companies, because, in this deal,
they determined not to buy revenue, or profits for
short-term purposes, but to buy the platform to

serve their general strategy. Singha has advantag-
es in production and experience in saving produc-
tion costs, and with the strong distribution system

of Masan, they will be a strong brand. Masan’s ex-
perience has shown that in order to win the trust
and love of the consumers, there must be a strong
operational foundation made up of extensive dis-
tribution systems, knowledge of the consumers’
habits, superior branding capabilities and excel-
lence in production to satisfy consumer demand

for quality and taste. Singha’s product portfolio

and operating platform can contribute to Masan’s
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growth both in Vietnam and in the region. This  both sides to realize their vision of serving the
is inextricably linked with Masan’s desire to im- consumers, creating more value for shareholders,
prove the material and spiritual life of consumers and generating more competitive advantages in
every day. As such, M&A is an effective tool for the modern market.
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AHHOTaumA
Llenb 3TOM CTaTbu — M3Y4nTb KOHLEMNLMIO CIMSHUIA U NOTNOLWEHNI B KOHTEKCTE COBPEMEHHbIX PUHAHCOBbIX OTHOLLEHMWM.
B HacToslee BpeMs 3TO BaxHbIM NMPOLLECC A1 pOCTa M BbIXXKMBAHMS NPaKTUUYECKM BCEX NPennpusTuii. Ecin koMnaHum
He NPMHUMALOT TakKol Cnocob, MO0 OHM He ByayT pacTu, Unu ByayT NpUobpeTeHbl APYTMMU KPYMHBIMU KOPMOPALMSAMMU.
B Lensx nonyyeHMs TOYHOrO BbIBOAA, NOYEMY OpPraHU3aLMM UCMOb3YHT 3TOT MHHOBALMOHHBIM CNOCob paclumpeHus,
ABTOPbI OFPaHUYNIM UCCEA0BAHME TONBKO a3MATCKMMM KOMNaHMaMK MacaH 1 CuHra, KoTopble paboTaroT B NULLEBOM
MPOMbILLIEHHOCTM U NMPOU3BOLCTBE HAMUTKOB. [TOMMMO 3TOrO, 0CHOBHOE BHUMaHMWE YAENSeTCS U3YYEeHUIO OCHOBHbIX
BOMPOCOB, CBA3AHHbIX C CUTyaLMSMK [0 M NOCNEe CIMSAHUS, C 0COBbIM YNOPOM Ha yny4lleHue 61arococtosHms busHeca
M KOHKYPEHTHOE MpenMyLLECTBO.
Knruessie cnoga: cnusHUS; NOrnoLLeHns; 6oraTtcTBO akLLMOHEPOB; MPOAYKTbI MUTaHUS; HAaNUTKKU; MacaH; CuHra
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