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Abstract Few scholars would dispute the argument that mergers and acquisitions
(M&As) are different in China and the United States, but we know little about
how they differ. This article reports one of the first studies that systematically
compares and contrasts how M&As differ in these two countries. While prior
research on M&As tends to emphasize economic and financial explanations
while treating firms as atomistic actors severed from their institutional and
network relations, we develop a new theoretical framework based on relational,
behavioral, and institutional perspectives. We not only consider firms as learning
actors embedded in network relations, but also compare and contrast their M&A
patterns between China and the United States, two distinctive institutional
contexts. We find that both a firm’s structural hole position and its learning
orientation (exploration/exploitation) in alliances have direct and joint impacts on
subsequent M&As. Further, such impacts differ across the two countries, due to
their institutional disparities.
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Mergers and acquisitions (M&As) have been studied extensively in the United
States, and have now begun to receive attention by researchers interested in
China (Chen & Young, 2010; Cooke, 2006; Peng, 2006; Peng, Luo, & Sun, 1999;
Xia, Tan, & Tan, 2008). Few scholars will dispute the argument first advocated by
Peng and Heath (1996) that M&As are different in China and the United States.
But how do M&As in China and the United States differ? There is very little
research to shed light on this important question. To partially fill this gap, in this
article we develop a new theoretical framework grounded in relational, behavioral,
and institutional perspectives. Specifically, we consider the direct and joint effects
of networks and learning across two different institutional contexts, which have
distinctive levels of market development. In doing so, we identify networks,
learning, and institutions as three underlying building blocks behind M&As (Lin,
Peng, Yang, & Sun, 2009).
M&As are important means for firms to access external resources, with different
strategic implications than alliances (Xia et al., 2008; Yin & Shanley, 2008). While
insightful, existing research on M&As, primarily stemming from a Western
(specifically American) perspective, has been criticized for its overemphasis on
economic and financial explanations (Cartwright & Schoenberg, 2006). It tends to
treat firms as rational players that can reach optimal decisions through calculations
of various costs and benefits. Another limitation may be related to an almost
exclusive focus on individual organizations. This atomistic view of M&As severs
firms from their contacts embedded in the social relations and overlooks the
difficulties they may face in finding the right partners.
We argue that these limitations can be particularly critical to institutional
settings such as China, where M&As may be driven more by relational
embeddedness, behavioral learning, and institutional development, which can
be different when examined in the US setting (Cooke, 2006; Peng, 2006; Robins
& Lin, 2000). It is the objective of this study to not only examine M&As by
incorporating network and learning drivers, but to also contrast their effects across
the Chinese and US settings.
We believe that existing M&A research can be extended in the following three
aspects. First, it is important to consider the behavioral learning aspect that
drives M&As. Such a learning perspective regards organizations as players that
may not always be rational, but search adaptively for satisficing objectives under
ambiguity and uncertainty (Cyert & March, 1963). From this perspective,
organizations are only boundedly rational and have difficulties obtaining complete
information about the competencies and needs of potential partners. To cope with
the uncertainty of the environment, firms often resort to strategic alliances as their
adaptive learning processes (Baum, Li, & Usher, 2000). We argue that firms learn
from their previous relations with other alliance partners and that their M&As are
likely influenced by their previous interaction with alliance partners (Lin et al.,
2009). In particular, we contend that the ways firms learn from their previous
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alliances through exploration or exploitation affect their decisions towards future
acquisitions.
Second, we believe that firms’ relational embeddedness in an exchange system
produces opportunities and constraints associated with M&As, which can result in
outcomes not predicted by standard economic explanations (Uzzi, 1996). Such social
embeddedness is likely to affect major activities such as acquisitions (Granovetter,
1985). Unfortunately, insufficient attention has been paid to the role of social context
and organizational embeddedness leading to M&As, an area which may also be
influenced by the embeddedness in previous firm interactions (Gulati & Gargiulo,
1999). In this article, we explore relational embeddedness (e.g., firms’ structural hole
positions) in their alliance network—one of the most common interorganizational
relations—to predict its influence on M&As.
Finally, scholars have suggested that firms’ strategic choices such as M&As are
affected by the institutional environment, which can have distinctive emphasis on the
roles of rules, contracts, and personal relations (Peng & Heath, 1996; Peng, Sun,
Pinkham, & Chen, 2009; Peng, Wang, & Jiang, 2008). Given the complexity and
uniqueness of each institutional environment, it may be risky to simply generalize
Western theories to emerging economies—or vice versa—without a systematic and
comparative understanding of the conditions that may drive M&As in these settings
(Robins & Lin, 2000). While Western M&A research has a long tradition based on
rich theories and quantitative methods, empirical research on M&As in China has
only started in the late 1990s with case studies (Peng et al., 1999). To the best of our
knowledge, only a total of six previous papers deal with M&As in China (Chen &
Young, 2010; Cooke, 2006; Lin et al., 2009; Peng, 2006; Peng et al., 1999; Xia et
al., 2008), three of which use rigorous quantitative methods (Chen & Young, 2010;
Lin et al., 2009; Xia et al., 2008). Such disparities between the voluminous Western
research and scant Chinese research have thus called for comparative studies in order
to test or generalize Western findings or develop Chinese theories (Li & Peng, 2008;
Peng & Heath, 1996).
Overall, this article departs from previous work in two significant ways. First,
we develop the argument that the drivers of M&As can be revealed by a focus
on networks and learning approaches. Second, we extend the institution-based
view (Peng et al., 2008, 2009) by exploring how institutional conditions shape the
way networks and learning affects M&As. Of the six previous papers on M&As in
China, Peng and his colleagues (1999) and Cooke (2006) use case studies to
describe M&As’ dynamics inside China. Peng (2006) and Xia and colleagues
(2008) focus on M&As of Chinese firms by foreign entrants, and Chen and Young
(2010) deal with M&As of foreign firms by Chinese firms. We focus on M&As
inside China. The only previous paper that adopts an explicit cross-country
comparative framework such as ours is Lin and colleagues’ (2009), which focuses
on the impact of institutions as moderating variables. Breaking new ground, ours is
the first paper that uses a comparative framework to test the direct and joint
impacts of networks and learning on M&As in both China and the United States.
Overall, our comparative study highlights the key roles played by networks,
learning, and institutions behind M&As. Figure 1 illustrates our theoretical
framework.
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Figure 1 Our theoretical framework

Relational, behavioral, and institutional explanations
What drives M&As? This question has intrigued academia for decades. In general,
there are several major theories in this area, such as industrial organization,
transaction cost economics, resource dependence theory, and agency theory.
Although these insightful theories have revealed different and sometimes contrasting
drivers of M&As, there is one commonality among them: firms are treated as
atomistic entities. The overall picture of interconnected firms and the mechanisms
involved in regulating M&A behaviors have, unfortunately, not been given their due
attention. This gap has become especially critical as firms are increasingly adopting
network forms of organizing and becoming more global (Provan, Fish, & Sydow,
2007).
Alliances and acquisitions
Alliances and acquisitions are two important and distinctive avenues for firms to
grow, although with different financial and strategic implications (Xia et al., 2008;
Yin & Shanley, 2008). At least three differences exist. First, they are alternative
governance modes, serving different, and often competing, strategic needs. Second,
they entail different strategic flexibilities and risks for participating firms. Third, they
represent different ways to build competitive advantage.
Although alliances and acquisitions are unique in their own ways, they also share
some important commonalities. First, both are used to access external resources.
Second, they share some common motivations, though at different degrees or with
different goals. Third, alliances can provide relationship foundations in which firms’
future acquisitions behaviors are embedded.
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Network relations and alliance learning under institutional environments
Economic actions are embedded in networks of social relations (Granovetter, 1985).
Firm behavior, as a result, depends on these relations with shareholders, customers,
partners, suppliers, and competitors, which serve not only as opportunities but also
as constraints. The structure and history of social ties among firms shape economic
actions. They do so by creating the foundations for both relational embeddedness
and behavioral learning, which in turn provide accesses to various unique
opportunities as well as experiential paths for future actions (Gulati & Gargiulo,
1999; Uzzi, 1996).
We further argue that such relational embeddedness and behavioral learning are
not isolated but to function within an institutional environment, which can further
affect firms’ alliance behaviors. Studies have shown significant differences in
institutional environments between the United States and China, with the former
setting emphasizing contractual factors more while the latter setting stressing
personal relationships more (Li, Xie, Teo, & Peng, 2010; Ren, Au, & Birtch, 2009;
Robins & Lin, 2000).
While scholars have repeatedly argued for the importance of the institutional
environment (Peng et al., 2009), studies on how such institutions may affect
interfirm governance choices in different countries or different cultural settings have
been scarce (see Meyer, Estrin, Bhaumik, & Peng, 2009 for an exception). This is a
gap that this study can partially fill.

Relational embeddedness: Structural holes
Firms can derive benefits in an “open” network by arbitraging resource and
information flow between two other disconnected actors in the network (Burt, 1992).
Such firms, which occupy structural hole positions, act as brokers that may enjoy
both the information benefits and the control benefits. The information benefits
come from timing, access, and referrals, while the control benefits originate from
being the broker—the “tertius gaudens” (literally, “the third who benefits”).
Structural holes, therefore, capture the essence of a firm’s relational embeddedness
(Gulati & Gargiulo, 1999).
In the United States, the advantageous structural position may give the
broker firms opportunities to strategically manipulate the network resources for
the maximization of their interest (Gargiulo & Benassi, 2000; Reagans &
Zuckerman, 2001). Firms occupying structural holes are in a better position to
capture private information about other firms (Zaheer & Bell, 2005), thereby
enabling them to find under-priced targets in the market. However, such advantage
may be mitigated or even turn into negative effects due to stronger nonmarket
mechanisms such as social and personal relationships in China, which make it
more risky and costly for a firm to manipulate its brokerage positions frequently
(Wright, Filatotchev, Hoskisson, & Peng, 2005). In addition, the benefits of the
brokering role may differ in societies that vary in cohesion, trust, reciprocity,
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and communal sharing, all of which are strong characteristics of the Chinese
society (Li et al., 2010; Ren et al., 2009). Xiao and Tsui (2007), for example,
find that the effect of structural holes is limited in China where mutual trust
and high commitment are highly valued. Therefore, in China a structural hole
position may actually be distrusted and confer disadvantages to firms for
acquisitions.
Hypothesis 1a In the United States, a firm’s structural hole positions in its
alliance network will be positively associated with its subsequent acquisition
activities.
Hypothesis 1b In China, a firm’s structural hole positions in its alliance network
will be negatively associated with its subsequent acquisition activities.

Behavioral learning: Exploitation/exploration
Firms are adaptive players with bounded rationality and limited resources. As a
result, firms are constantly challenged by the needs to simultaneously exploit
existing resources and explore future opportunities. According to March (1991),
behavioral learning is fundamentally about such exploration and exploitation.
Exploitation enables firms to engage in refinement, implementation, efficiency,
production, and selection, while exploration attaches importance to adaptive
mechanisms that call for experimentation, variation, search, and innovation
(March, 1991). Although the two are important elements for firms to succeed
over the long term, resource constraints often force firms to emphasize one
direction over the other at any particular time. In other words, if considered along
the continuum of exploration-exploitation (Gupta, Smith, & Shalley, 2006; March,
1991), some firms may be more positioned toward exploitation, while others
towards exploration.
Firms’ exploration and exploitation tendencies may also be reflected through
their alliance formation behaviors (Koza & Lewin, 1998). Compared with
exploration alliances, exploitation alliances are more focused on short-term
benefits because the returns of exploitation, in general, are more positive,
proximate, and predictable (March, 1991), especially in a more mature institutional
environment. In the United States, firms with predominantly exploitation alliances
may have more strategic incentives to stay with such alliances instead of seeking
more acquisitions, which also tend to bear higher uncertainty and risks (Tong,
Reuer, & Peng, 2008). In contrast, in China, firms with predominantly exploitation
alliances may feel the need for better control and trust, which may lead to more
future acquisitions (Lin et al., 2009). In addition, acquisition through exploitation
alliances provides an efficient and reliable vehicle for firms to quickly expand
market share, which is critical for success in an economy going through transitions
(Peng, 2003; Peng et al., 1999). Institutional transitions also increase the variance
of risks for exploration alliances and make it difficult for firms to predict the future
value of those exploration alliances, thereby decreasing the inclination of those
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firms with a predominant exploration alliance portfolio for acquisition (Tong et al.,
2008). Thus,
Hypothesis 2a In the United States, a firm’s high ratio of exploitation (as opposed
to exploration) alliances will be negatively associated with its subsequent acquisition
activities.
Hypothesis 2b In China, a firm’s high ratio of exploitation (as opposed to exploration)
alliances will be positively associated with its subsequent acquisition activities.

Interactions between relational embeddedness and behavioral learning
A firm’s learning approaches manifested through its alliances can have their
boundary conditions. We argue that different learning tasks may require different
network structures to be effective. Specifically, we will examine interactions
between learning and structural holes.
In the United States, firms with an exploitation (as opposed to exploration) learning
tendency in the industry alliance network may have more incentive to extract maximum
short-term gains intended by exploitation alliances (Levinthal & March, 1993; March,
1991). Such a tendency is further enhanced when the firm occupies a large number of
structural hole positions, which allows the firm to access a wide range of private
information, be in control of other disconnected firms, and effectively manage its
exploitation relations (Gargiulo & Benassi, 2000; Reagans & Zuckerman, 2001). As a
result, a US firm with an exploitation learning tendency may further its incentive to
forgo acquisitions, if it also occupies an abundance of structural holes (Lin et al., 2009).
In contrast, in China, where nonmarket mechanisms can still strongly influence firm
behavior and market actions are not fully protected, a firm with exploration (as opposed to
exploitation) learning tendency, reflected through its predominant exploration relations in
the industry alliance network, may value such long-term oriented relationships as a form
of control and stability, diminishing their desire to manipulate their partners through
structural hole positions (Peng & Heath, 1996). Further, occupying structure holes in a
less mature institutional environment like China may not be supported by the firm’s
absorptive capacity as it may be unable to accumulate and assimilate the knowledge
gained from all alliance partners in an efficient manner (Cohen & Levinthal, 1990). As a
result, firms with a predominance of exploration (as opposed to exploitation) alliance
relations may find it difficult or even disadvantageous to leverage their structural hole
positions to create alliance values as the effect of structural hole positions can be
negative in an institutional setting like China (Xiao & Tsui, 2007).
Hypothesis 3a In the United States, a firm’s high ratio of exploitation (as
opposed to exploration) alliances will discourage a firm with more structural hole
positions to engage in more subsequent acquisition activities.
Hypothesis 3b In China, a firm’s high ratio of exploitation (as opposed to
exploration) alliances will encourage a firm with more structural hole positions to
engage in more subsequent acquisition activities.

246

H. Yang et al.

Methodology
Sample
For the US sample, we focus on the electronics industry (SIC 36) from 2001 to
2005. Alliances and M&A data are collected from the SDC Platinum database and
verified using Lexis-Nexis and the Dow Jones News Retrieval Service. Financial
data are retrieved from Compustat database. Information on board directors is
retrieved from the Standard & Poor’s register of corporations, directors, and
executives. The industry shipment data from Economic Census of the US Census
Bureau are used to calculate the industry sector growth rate. Complementary data are
obtained from Moody’s.
Following Rowley, Behrens, and Krackhardt (2000), we first construct the
industry alliance network by two criteria: membership in the electronics industry
and at least one strategic alliance with another member of this industry. Altogether
346 unique firms are identified from the electronics industry from 2001 to 2005
(inclusive). Among them, we identify 57 focal firms that have relatively complete
financial information from Compustat, involving a total of 81 M&As and 256
alliances in that five-year period. A focal firm’s relational embeddedness,
therefore, is based on its position in the overall industry alliance network
(manifested as yearly matrices of 346× 346). Since SDC does not show the
termination date for each alliance, we use a five-year moving window to capture
the cumulative nature of a firm’s alliance portfolio. Similarly, we use a five-year
moving window to capture a firm’s relational embeddedness (e.g., a five-year
moving window of the industry alliance network for 2001 is based on the
cumulative industry alliance networks from 1997 to 2001). Consequently,
we further collect alliance data from 1997 to 2000, involving additional
184 alliances.
For the China sample, we also focus on the electronics industry, identified
by the Industry Classification Guide of Listed Companies of the China
Securities Regulatory Commission (CSRC) issued in April 2001. This is an
industry where alliance and M&A activities began to flourish since the late
1990s and where professional data collection started in the early 2000s.
Alliances and M&A data are collected from WIND Data Services, a leading
provider in China for financial databases. Similar to the approach used in the
US sample, we construct the industry alliance network of 92 firms, while
identifying 52 of them as focal firms that have relatively complete information
from WIND, involving 126 alliances and 74 M&As between 2001 and 2005.
We further collect alliance data from 1997 to 2000 (involving an additional 69
alliances) and construct five-year moving windows to capture the cumulative
nature of a firm’s alliance portfolio as well as a firm’s relational embeddedness
in the industry alliance network.
Overall, to facilitate comparison, we have striven to rely on similar measures
across the two samples. Following Lin et al. (2009), we have created same
dependent and independent variables, and matched their control variables across the
two samples.
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Dependent variables
M&A activities We use the number of M&As, which may include alliance partners
or non-alliance partners, by a focal firm in each year to represent its M&A activities.

Independent variables
Structural holes We use Burt’s (1992) measure of constraint that captures the extent
to which a firm’s network is directly or indirectly concentrated via a single contact.
If a firm’s alliance partners all have one another as partners, this firm is highly
constrained, and thus occupies few structural holes. Following Soda, Usai, and
Zaheer (2004), we multiply the value of constraint by -1 in order to capture structural
holes (the “opposite” of constraint). Again, a five-year moving window is used to
construct the yearly industry alliance network.
Exploitation learning tendency Following Koza and Lewin (1998) and Rothaermel
(2001), we analyze the nature of alliances based on the paradigm of exploration and
exploitation. Specifically, alliances that focus on discovery and development of new
technology (such as R&D alliances) are coded as exploration alliances (Anand,
Mesquita, & Vassolo, 2009), and other alliances that focus on marketing and resource
utilization (such as licensing, marketing, and other supplying alliances) are treated as
exploitation alliances. In some special cases where an alliance was created for both
exploration and exploitation, we assign a weight of 0.5 to the coding.
To capture a firm’s overall tendency for either exploration or exploration while
recognizing the simultaneous existence of exploratory and exploitative alliances in a
firm’s portfolio, we have created the following index.
Exploitation learning tendency ðexploitation alliance ratioÞ ¼
Total # of exploitation alliances formed by a firm in year t

ð1Þ

Total # of alliances formed by the same firm in year t
It is a continuous measure of firms’ learning approach manifested through its alliance
compositions. Based on the equation, a value closer to 1 means that the focal firm has a
larger composition of exploitation alliances or adopts a more generally exploitative
learning approach. Likewise, a value closer to 0 means that the focal firm has a larger
composition of exploration alliances or favors a more exploratory learning approach.

Control variables
Cash flow M&As are constrained by firms’ financial capabilities. Although firms
can undertake M&As through an exchange of stock or a combination of cash and
stock, cash has been a popular financing medium for acquisitions. A lack of free
cash flow will constrain firms’ capability to acquire other firms. Thus, we track
operating cash flow in the cash flow sheet at the end of each year.
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Firm performance Past firm performance is likely to affect the number of
acquisitions. On the one hand, increasing good performance may create managerial
hubris (Chen & Young, 2010). Managers with hubris may overestimate their abilities
to make risky acquisitions. On the other hand, poor performance tends to stimulate
risky investment. Firms with performance below industry norms may aspire to
meeting industry norms. Risk taking may increase as firms move further and further
below industry average performance. Past performance thus is measured by the
averaged return on asset during the previous two years.
Slack resources Organization slack may help managers pursue acquisitions by
allowing greater financial discretion (Tan & Peng, 2003). Following Peng, Li, Xie,
and Su (2010), we operationalize slack resources as available slack (current assets/
current liabilities) and recoverable slack (management fee/sales in profit sheet).
Information strength It refers to the degree of information exchange through various
types of alliances. Following Lin et al. (2009), we capture the information strength in
different alliances. In this scheme, the degree of information exchange created by
different types of linkages is rated from 4 (strong) to 1 (weak): technical or R&D
alliances are rated as 4, marketing or manufacturing alliances as 3, licensing or
supply alliances as 2, and other alliances as 1. A firm-level measure of information
strength from alliances is the aggregation of the ordinal scale for each alliance in a
certain year.
Outside director ratio Agency theory proposes that firms with a high proportion
of outside directors may be less likely to undertake diversifying acquisitions, because
outside directors serve to monitor and control the top manager’s opportunism.
However, in China, the impact of outside directors is not clear (Peng, 2004). We thus
include the proportion of outside directors in a firm’s board.
Other control variables include firm size (number of employees of the firm in a
log form), firm age (difference between the selected year and the year the firm was
incorporated), firm’s alliances number (number of alliances formed by the firm in a
year), firm’s prior M&A number (number of acquisitions by the firm before the
selected year), number of intraindustry M&As (number of acquisitions in the
industry in a given year), debt on total assets, and year dummies.

Model estimation
Since the dependent variable is a count number (the number of M&As by the focal
firm), it ranges from zero to a certain positive number, which is nonnegative and
makes it inappropriate to use standard multiple regression. At first sight, Poisson
regression seems to be a good choice since it is explicitly designed for count
dependent variables. However, Poisson regression assumes that the mean and
variance of the counts are equal. For most social-science data, the variance is likely
to exceed the mean, thereby resulting in the problem of over-dispersion, which tends
to bias downward the estimated standard errors. The negative binomial model
overcomes the over-dispersion problem and also accounts for omitted variable bias.
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It has been used in many previous studies (Haunschild & Beckman, 1998), and is
thus used here.
We have multiple observations for a firm over years, which may raise the concern
of potential interdependence. To address this, we use a negative binomial model with
Huber/White robust standard errors. Robust standard errors, combined with the
clustering option, relax the assumption of interdependence within the cluster. We
also suggest that firms’ network positions and learning alliances should have a lag
effect on their strategic behavior. Thus, we lag all the independent variables and
control variables by one year in the regression analysis. We conduct our analysis
using negative binomial regression in Stata V.9.

Results
Tables 1 and 2 present descriptive statistics. To save space, year dummies are used
but not reported. Table 3 displays the results of the negative binomial regressions for
the US and China samples, with Models 1 and 3 using control variables only. To
assess the potential threat of colinearity, we have estimated the variance inflation
factors (VIFs) and found that no VIF is greater than 4.19, which is below the
recommended ceiling of 10. We have mean-centered the predictor variables before
generating interaction terms.
In Hypotheses 1a and 1b, we have respectively argued that in the United States a
firm’s occupancy of structural holes in an alliance network will be positively
associated with the number of its subsequent acquisitions, but in China the
relationship will be negative. Structural holes under the US Model 2 are positively
significant (p < .05), supporting Hypothesis 1a. The coefficient for structural hole
positions under the China Model 4 is negatively significant (p < .05), supporting
Hypothesis 1b.
Hypotheses 2a and 2b examine the impact of a firm’s learning approaches
represented through exploitation alliance ratio. In Hypothesis 2a, it is argued that
such a ratio will be negatively related to a firm’s subsequent acquisitions in the
United States, while in Hypothesis 2b the relationships is suggested to be the
opposite in China. Based on the significant and negative coefficient of exploitation
learning tendency under the US Model 2, Hypothesis 2a is supported. The
marginally significant coefficient for the same variable under the China Model 4
provides some support for Hypothesis 2b.
Hypotheses 3a and 3b propose, respectively, that in the United States a firm’s
high ratio of exploitation alliances will discourage a firm with more structural hole
positions to engage in more subsequent acquisitions; but in China a firm’s high ratio
of exploitation alliances will encourage a firm with more structural hole positions to
engage in more subsequent acquisitions. The interactions between structural holes
and exploitation learning tendency show significant (p < .05) and negative relation
under the US Model 2, and marginally significant (p < .10) and positive relation
under the China Model 4, supporting both Hypotheses 3a and 3b. Overall,
Hypotheses 3a and 3b also support our belief (1) that a joint consideration of both
relational and learning approaches helps understand the drivers behind M&As, and
(2) that such drivers differ significantly between the two countries.
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43.65

-0.39

0.41

13. Number of intraindustry M&As

14. Structural hole positions

15. Exploitation learning tendency

0.38

0.43

31.98

1.44

11.18

0.12

1.28

0.07

0.14

0.01

10.72

1.77

19.6

4.87

1.60

S.D.

0.18

-0.23

-0.07

0.19

0.25

0.18

0.17

-0.04

-0.08

-0.04

0.24

0.10

0.06

-0.07

1

0.10

-0.12

-0.19

0.06

-0.09

0.03

-0.16

-0.23

0.18

-0.15

-0.04

-0.05

0.10

2

0.23

0.02

0.16

0.03

0.13

0.08

0.07

-0.28

-0.02

-0.85

0.13

0.04

3

0.16

-0.01

0.03

-0.02

0.15

-0.03

0.61

0.01

-0.06

0.13

0.01

4

N ranges from 121 to 125. Correlations above |0.15| are significant at the 0.05 level.

0.84

12. Firm’s prior M&A number

0.01

8. Firm performance

6.46

0.18

7. Recoverable slack

11. Firm size

0.02

6. Available slack

0.98

7.56

5. Cash flow

0.24

1.88

4. Information strength

10. Outside director ratio

0.48

3. Debt on total asset

9. Firm alliance number

1.02

8.24

2. Firm age

Mean

1. M&A activities

Variable

Table 2 Descriptive statistics and correlation for the China sample.

0.03

0.07

0.04

0.16

0.48

0.10

0.02

0.02

-0.13

-0.11

5

-0.19

-0.03

-0.07

0.02

-0.17

-0.12

0.02

0.22

-0.08

6

-0.16

-0.25

-0.04

-0.07

-0.08

-0.20

-0.10

-0.49

7

0.05

-0.03

-0.20

-0.05

0.04

0.02

0.01

8

0.26

0.03

0.20

-0.00

0.38

-0.01

9

0.23

-0.09

0.32

0.12

-0.02

10

0.18

0.09

0.16

0.14

11

0.09

-0.11

0.19

12

0.19

0.27

13

0.06

14
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Table 3 Negative binomial regressions on M&A activities.
Variables

US sample

China sample

Control variables

Model 1

Model 2

Model 3

Model 4

Firm age

-0.34 (-2.19)*

-0.18 (-0.72)

-0.20 (-0.81)

-0.11 (-0.42)

Firm size

0.00 (0.05)

-0.01 (-1.29)

-0.01 (-0.03)

-0.06 (-0.37)

Debt on asset

0.19 (0.42)

1.08 (2.16)*

0.00 (0.48)

-0.00 (-0.01)

Information strength

0.16 (0.72)

0.47 (1.23)

-0.01 (-0.05)

0.01 (0.13)

Cash flow

-0.04 (-2.27)*

-0.02 (-1.23)

0.01 (0.49)

0.01 (0.77)

Available slack

0.09 (1.75)#

0.20 (2.63)**

7.08 (0.43)

8.58 (0.54)

Recoverable slack

0.08 (2.68)**

0.07 (2.01)*

-0.09 (-0.08)

-1.21 (-0.98)

Firm performance

0.05 (0.21)

-0.15 (-0.56)

-0.04 (-1.41)

-0.05 (-1.66)†

Outside director ratio

1.41 (3.16)**

2.09 (3.15)**

3.32 (2.45)*

2.07 (1.49)

Firm’s alliance number

-0.15 (-0.24)

-1.57 (-1.16)

0.18 (1.07)

0.11 (0.71)

Firm’s prior M&A number

0.16 (4.89)***

0.13 (2.88)**

0.10 (1.11)

0.06 (0.62)

Number of intraindustry M&As

0.01 (2.39)*

0.02 (3.05)**

-0.01 (-2.09)*

-0.01 (-1.10)

Predictor variables
Structural hole positions

5.04 (2.28)*

-1.30 (-2.50)*

Exploitation learning tendency

-5.34 (-2.51)*

0.96 (1.78)†

Structural hole positions ×
Exploitation learning tendency

-4.75 (-1.97)*

1.32 (1.67)†

N

262

154

121

Log likelihood

-173.24

-88.46

-162.21

121
-158.74

χ2

56.16

52.74

16.96

23.90

Pseudo R2

0.14

0.23

0.05

0.07

DV = overall M&As. Year dummy variables are included, but not reported here. Unstandardized
coefficients are reported with z-values in parentheses.
†

p < 0.1; *p < 0.05; **p < 0.01; ***p < 0.001.

Discussion
Contributions
In our view, three contributions emerge. First, we contribute to the international
and comparative management literature by systematically comparing and
contrasting M&A patterns across Chinese and American settings. We have not
only shown the existence of differences in their institutional contexts but also
demonstrated how such differences may affect our fundamental understanding of
M&As. Since Peng and Heath (1996), it has long been argued that firm growth
strategies such as M&As differ significantly between China and the United States.
Except the study by Lin and colleagues (2009) that focuses on the impact of
institutions as moderating variables, no previous study has used a single
framework, informed by the same theoretical literatures (networks and learning
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in this case), to hypothesize and find differences in the drivers behind M&As in
China and the United States due to institutional differences. This study thus
contributes to and extends the institution-based view (Peng, 2003; Peng et al.,
2008, 2009), by articulating an institution-based view of M&As.
Second, this article develops a new theoretical framework and offers a unique
perspective to understand acquisition activities by focusing on important relational
and behavioral factors, which have been largely underappreciated in the acquisition
literature. The explanatory and predictive power of our framework has been
effectively demonstrated by our findings.
Third, this study has taken one step forward in expanding the influence of
social network research by using real, firm-level data to shed light on how
social networks and learning approaches affect acquisitions. This represents
significant progress above and beyond the limited number of previous studies
on the link between social networks and acquisitions, which have almost
exclusively focused on the impact of interlocking directorates (Haunschild &
Beckman, 1998).
Limitations and future research directions
This study has its limitations that offer opportunities for future improvement.
First, for accuracy and simplicity we have only studied one industry. Due to
this focus, cross-industry network relations are not examined. Second, while
we have endeavored to obtain comparable measures across Chinese and US
settings, there can also be disparities due to discrepancies between their
accounting systems, which may affect some control variables such as cash
flow. Third, although the index for exploitation alliance ratio has recognized
the simultaneous existence of exploratory and exploitative alliances, it has been
compiled into a single dimension measure for the purposes of simplicity.
Future studies may examine exploration and exploitation as two independent
constructs. Finally, drivers of M&As are not limited to the relational,
behavioral, and institutional factors that we study. M&As are also likely to be a
manifestation of principal-principal conflicts between controlling shareholders and
minority shareholders (Chen & Young, 2010; Jiang & Peng, 2010), which is a
dimension not captured here.

Conclusions
This article not only contributes to the small but expanding literature on M&As in
China, but is also among the first to systematically compare and contrast M&As
between China and the United States. It departs from the previous literature on
M&As by examining the roles of firms’ alliance relational embeddedness and their
alliance learning approaches and contrasting their effects across two important
institutional contexts. By taking an initial step, we not only find that relational,
behavioral, and institutional factors are drivers behind M&As in China and the
United States, but also identify how these drivers differ systematically due to
institutional differences.
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