The effect of cross-firm social ties on M&A deal completion:
The case of Europe
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Abstract:
Despite a surge in the number of M&A deal announcements in the last decades, a high
percentage of these deals fail before they are completed resulting in financial losses for
corporations. The reasons behind this failure are many, but most importantly, the negotiation
error and lack of sufficient information about the target during the pre-acquisition phase. One
way to mitigate such information asymmetries is through pre-deal relations among the board
members of both the target and the bidder firms. After all, M&As are a relationship business.
In the international business literature, cross-firm social ties are among the common factors
that affect the M&A deal. However, prior studies have emphasized the role of these ties on the
post-acquisition phase, primarily on their impact on performance. But these studies neglected
the role of cross-firm social ties on the pre-acquisition phase starting from the announcement
date until the completion or abandonment date. For that reason, this study investigates the
influence of the cross-firm social ties on the likelihood of M&A deal completion. The crossfirm social ties in this study are divided into three categories: employment ties, educational
ties, and other ties.
Additionally, this study examines how the difference between the female and male network
moderate the effect of these cross-firm social ties. The hypotheses are tested using a sample of
3593 announced European deals from 1997 to 2016. The main findings of this study are in line
with the prior research. The increasing number of cross-firm social ties between the target and
the bidder firm will increase the likelihood of deal completion if the ties between the two firms
are employment ties. However, if the ties fall under the other ties’ category, the effect on the
likelihood of deal completion would be negative. Educational ties report an insignificant
impact. Also, this study could not find any empirical evidence for the moderating effect of
gender differences.
Keywords: Cross-firm social ties, deal completion, M&A deals, gender diversity, a board of directors.
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Chapter 1 | Introduction
The first recorded M&A transaction was in the Netherlands when the East India Company
merged with an erstwhile competitor in 1708 to achieve more domination on the maritime trade
(Gelderblom, De Jong, Jonker 2011). Fast-forward, nearly two hundred years later, M&A
transactions occur rather often and in merger waves. This escalation in the number of deals
usually used to occur in a specific interval of time, which were known as mergers waves.
Although the number of announced M&A deals has increased dramatically in the last couple
of decades, nearly 70 to 90% of these deals fail before completion (Holl & Kyriazis, 1996).
Amongst other factors, poor communication between the target and the bidder, and negotiation
errors are considered as the most critical factors driving the failure in the completion of M&A
deals. Since the M&A market is well known as a relationship business (Ishii, & Xuan, 2014),
relationships among directors in the target and bidder firms might have a crucial influence on
the success of M&As. Hence, in this thesis, I will study the effect of such relationships on
M&A completion.
The relationships among directors in the target and bidder firms are a form of cross-firm social
ties. These relationships may be categorized as informal ties “those formed through family
membership, friendship, or club membership” or formal ties “those formed by attending the
same school or by previous common employment” (SaintCharles and Mangeau, 2009).
According to the social capital theory, resources obtained from external social ties such as
“Private information” have a substantial impact on the effectiveness of different managerial
actions. Therefore these external social ties would affect the competitive advantages of firms.
In a context of announced M&A transactions, these cross-firm social ties may contribute to
M&A success because they may smooth the information flow from one firm to another
(Subrahmanyam, 2008). Accordingly, this private information enhances the understanding
between the bidder and the target of the firm’s operations and culture, which results in a faster
deal completion.
Furthermore, relationships among directors matter in the M&A market. There is some evidence
regarding the impact of these ties on the overall performance for both firms. Wang (2010)
found that when the two boards are well connected, their post-deal performance and future
growth will be higher than those boards which are less connected. According to Schonlau &
Singh (2009), firms that have directors with a decent number of external connections will lead
these firms to have a stronger improvement in the return on assets (ROA) and 7-12% abnormal
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returns compared to the firms that have directors with less external social ties. Also, these ties
somehow affect the decision to acquire, the choice of target, the method of payment, and
ultimately, the financial performance of the firm around the merger. In the financial crisis,
empirical work demonstrates that social ties affect the performance of the firms positively,
especially in emerging countries (Peng & Luo, 2000). Also, Ishii & Xuan (2014) claim that
cross-firm social ties influence the decision process or the economic outcome in a variety of
settings. Cai & Sevilir (2012) found in their study that having aboard connections between the
two firms may enhance the information flow and communications between therefore firms
which lead to better M&A transactions. They report in their study that when the two firms are
connected, the average bidder abnormal return equals to 0.12%, and -2.33% in the nonconnected transactions.
Consequently, these social ties might relief directors to undertake M&A deals. The reasons
being that firstly it eases the information exchange between the two entities by opening private
information channels between the two entities. Secondly, it reduces the potential information
asymmetries and adverse selections issues that are associated with the opportunistic behaviour
for the target firm.
Besides reducing the information asymmetry problem, the information that could be gained
through the cross-firm social ties can be used to learn the directors on how to prepare for
mergers, and how to approach targets. Also, this information help managers to reduce the cost
of scanning and searching for a convenient target (Bruner, 2004). Also, the bidder director can
obtain information about the suitable manner to approach the target and some information that
is helpful in the period after the deal completed. For instance, how much autonomy to allow
the target firm post-acquisition and how to tackle the corporate cultural differences in the
integration phase (Myers and Majluf, 1984). However, some literature assures the negative
effect of the cross-firm social ties on the deals parties’ performance. Ishii & Xuan (2014) found
that firm social ties have a significantly negative effect on the bidder’s abnormal return at the
announcement day. The negative impact can be explained by assuming that the more crossfirm social ties, the less need for information gathering for monitoring purposes (Guan, Su &
Wu, Yang, 2016). However, there is a plausible explanation that might expound the reason
why social ties are a double-edged sword. Therefore, to know the reason, this paper sheds light
on the most important characteristic of the linked directors, which is gender differences.
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As argued above, these cross-firm ties have their known pros and cons, but after including the
gender differences factor, the story might be a bit clearer. According to Adams & Ferreira
(2009), female directors are more suitable for monitoring compared to male directors.
Ostensibly, Levi & Zhang (2014) report that the board of directors with more number of women
are likely to be less acquisitive because women feel less confident 1 compared to men. Those
two reasons make female directors have more ability to give independent feedback about a
particular target. In other words, the female director takes into consideration that more possible
outcomes might occur than men do. Therefore, women predict more negative consequences for
events such as M&A activities (Levi et al., 2011). Thus, female directors are less likely to see
the M&A transaction as profitable investments, and that makes them more likely to shy away
from involving in such investments. The problem, as Lundeberg et al (1994) states, might be
not because women have less confidence. But it might be because men have overconfidence,
and that would lead to making women more risk-averse than men for individual financial
decision making. The overconfidence means that decisions made by women are more likely to
have a higher return than the decision made by men because men directors have more “hubris”
in the M&A market (Hayward & Hambrick, 1997). The differences between the
overconfidence men and women might be the reason why M&As often failed or tend to be
value-destroying instead of value-enhancing because M&A transactions call are taken mainly
by men.
A growing body of M&A research has examined the success and the failure of mergers and
acquisition. The majority of these studies have heavily concentrated on the post-acquisition
phase. Despite the attention on the post-merger phase, just a few studies discuss pre-mergers’
activities such as deal completion. Even fewer studies have considered the role of cross-firm
ties on M&A activities. To be more precise, Dikova (2010) studied the effect of the institutional
differences and organizational learning on deal completion. Also, Zhang & Ebbers (2011)
studied the roles ownership of bidder and targets, institutions of host and home country,
economic relations between host and home countries, and sensitiveness on deal completion.
Nonetheless, both of these studies do not consider the role of cross-firm ties in deal completion.
Ishii, & Xuan (2014) stand out in the literature for studying the effect of cross-firm ties on the
outcome of the merger, precisely the short-term performance. But they do not consider the
impact of these ties on the pre-merger phase. To the best of my knowledge, all M&A studies
This does not represent the confidence level about her own beliefs or skills, but the confidence level of the
outcome of future events

1
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neglect the effect of the cross-firm relations on pre-merger activities. Hence, this paper aims to
study the impact of cross-firm social ties on the likelihood of the deal completion to close the
gap that exists in the M&A literature.
The findings of this paper indicate that the more employment cross-firm social ties between
the bidder and the target firm, the more information channels between the two firms, therefore,
the more the likelihood that the announced deal to be completed. However, when these ties fall
under the educational ties category, the results show that educational ties do not affect the deal
final state, which implies that these ties do not work as private information channels between
the two boards. In term of other ties (private) that do not belong to educational ties nor
employment ties, an increasing number of other ties (private) between the two boards would
decreases the likelihood of the deal completion. In addition, the difference between women and
men cannot affect the strength of the relationship between the cross-firm social ties and the
deal final state. In other words, the effect of the cross-firm social ties on the deal final state will
stay the same no matter what is the gender of the linked director in the bidder firm.
In this current study, the contribution to the existing literature will be in multiple ways. Firstly
is to give a piece of evidence about the impact of the cross-firm social ties on the likelihood of
the deal completion. Therefore, it is going to be one of the first studies that examine the impact
of the cross-firm ties on this phase of the deal. Secondly, this study will dive into the most
important characteristic of the linked directors in the bidder firm, which is the gender
differences by testing the gender effect. In other words, this paper will examine the influence
of the female director in the bidder firm on the strength of the cross-firm ties impact on the
likelihood of deal completion.
So, this study provides practical insights for company shareholders. It will enhance their
understanding of the effect of cross-firm social ties, and whether it is helpful to have a wellconnected board of directors if the firm wanted to undergo a deal. Moreover, this thesis might
be able to give an intuitive understanding of the shareholder about the effect of the female
network in the pre-merger phase. More precisely, this paper will partially answer the question
of women’s ability to affect the likelihood of deal completion. As a result, shareholders can
elect the gender that will align with their vision in terms of the way that they want to expand
their business. Furthermore, since the possibility of abandoned mergers exists, shareholders for
the bidder firm get affected negatively if that deal is cancelled. The study will give shareholders
an idea about the potentially positive role for the cross-firm social ties on their future wealth.
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The remainder of this thesis as follows. In section two, I provide an overview of the recent
literature and introduce the hypotheses to be tested. Section three contains the empirical setting
that will be introduced by giving a lengthy discerption for the data, dependent variable,
independent variable, control variable, and the logistic regression. After that, the results for
testing the hypothesis, and some robustness checks will be discussed heavily in the fourth
chapter. Lastly, the discussion, conclusion, and limitation will exist in chapter five, six and
seven, respectively.

Chapter 2 | Literature review
2.1 Cross firm ties and deal completion

Schwartz-Ziv & Weisbach (2012) indicated that although the role of directors might vary from
country to another, directors tend to get involved in the significant transitions which relate to
the heart of the company. For instance, mergers and acquisitions. These transactions are of
strategic importance in any organization. According to Alam, Khan & Zafar (2014), in the last
couple of decades, the aim of M&A deals was merely to control undervalued assets. But
nowadays the typical M&A transactions is quite strategic because firms want to better
distribution channels, greater geographical boundaries, organizational competencies and a
variety of new talent. Directors of the firm those who participate in the M&A market realize
that these transactions play a critical role in both sides of this cycle, sell-side, and buy-side. In
the sell-side, directors consider whether the sale of the firm would benefit the shareholders.
Also, they stay actively involved throughout the assessment stage (Field & Mkrtchyan, 2017).
In this phase, the management team asses the deals benefits such as bid premium, purchase
price, additional revenue, performance improvement, and potential growth, after that, directors
give their evaluation. In the buy-side, directors review the proposed option from a strategic
perspective. They also influence the selection of the senior management team that is able to
execute the deal and apply the integration process suitably as well as implementing the
acquisition plan.
Generally, the acquisition process is characterized by two phases: the phase of hope which the
bidder imagines, anticipates, calculates and finally negotiates with the potential target about
the purchase price; and the phase of achievement which comes after signing the first contract
(Very, 2005). The directors of the bidder firms usually participate substantially in the phase of
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hope because there are many strategical decisions must be taken that need a high level of
responsibility. The phase of hope starts first by developing the business plan then adopting the
acquisition plan, then applying the searching criteria to narrow down the options. After that,
when the target is selected, the public takeover process starts, then both parties might take
several months of negotiations to reach for the closing phase (Dikova, 2010). In the phase of
negotiations, both parties applying due diligence and investigate financial issues, risk
allocation, and foreign government regulations (Zhou, 2016). After a couple of months of
negotiations, the target firm should inform the bidder whether the deal is completed or
abandoned.
Within the negotiation phase, human factors such as trust contribute to the sustainability of the
deal because it helps to complete the deal in a shorter period. The sense of trust between the
two parties is potentially crucial in the negotiation phase. Because the period after the
announcement is unstable and might end by deal termination, therefore the mutual trust might
be playing a vital role during the negotiation period between the bidder and the target (Marks
& Mirvis, 2001). Arrow (1985) opined that "Trust is an important lubricant of a social system.
It is extremely efficient; it saves people a lot of trouble to have a fair degree of reliance on other
people's word". Trust has also been shown to reduce transaction costs by mitigating
opportunistic behaviour (Bromiley & Cummings 1995). Therefore, trust between directors
across the firm is beneficial because it allows firms to save on the costs of gathering information
about business partners. Since directors build their arguments and decisions on the information
they receive from their trusted channels, the quality of the decision will increase, and the
decision-making period might be shorter (Larcker and Tayan, 2010). Thus, the level of trust
between both parties will lower the requirements and critical analysis of the received
information (Uzzi,1996).
One way through which the trust among directors may be enhanced is through social ties
(Bapna, Rice & Sundararajan, 2011). Often, the directors and executive managers involved in
such M&As are socially connected in many ways. They might have earlier worked in the same
company, or they might have studied together, or they might share an interest, for instance,
playing golf at the same club (Fracassi & Tate, 2012). According to the homophily principle,
when two individuals obtained the same degree or they used to work at the same organization
that will increase the probability of the interactions between them. Given the extensive
evidence in the sociology literature that similarity breeds connections among people
(McPherson, Lovin & Cook, 2001). If this paper assumed that directors are skilful individuals
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in term of communication, the similarity in political beliefs between cross-firm directors could
result in increased empathy and acceptance between them.
Regarding the importance of trust, the presence of mutual similarities between two directors
would increase the level of trust. It, therefore, add a channel of information exchange, which
would lead again to increase the trust level, and vice versa (Bapna, Rice & Sundararajan, 2011).
Therefore, those pre-deal connected directors have more willingness to exchange information
about their firms due to the familiarity bias. For instance, investors tend to invest their money
in countries where they are familiar with. In the context of M&A, this biased familiarity eases
the information exchange between the top managers for target and bidder firm. Therefore, this
kind of valuable connections might help directors to increase the wealth of the shareholders
because these connections probably can smooth the information flow from one firm to another
(Subrahmanyam, 2008).
According to Stuart and Yim (2010), the linkages between boards play a vital role in deals
activity, especially if the bidder aims to achieve strategical goals from the deal. Commonly,
firms seek for the ranked high manager to appoint them in their board of directors. In essence,
those managers normally can occupy a board position in a firm other than their firms. As a
result, that would generate a valuable connection between the two firms not just for the
economic value of the firms, but also for the two boards of directors (Renneboog & Zhao 2014).
Those new ties can enhance the director's social ties; hence, that would strengthen the director's
impact on the board's discussion (Renneboog & Zhao 2014). Additionally, besides that the new
connections will necessarily ease the gathering information process about the targets firm, other
beneficial information such as evolution in executive remuneration, and managerial vacancies
in other companies (Cai & Sevilir,2012). It is also well known that directors those have highly
valuable connections are the more expensive nominee. Directors of Google, for instance, are
considered as a good example for well-connected boards. Domestically, at the public offering
date, Google directors were sharing affiliations with successful brands in the same area, such
as Apple, Cisco, eBay, Intel, and Yahoo. Outside Silicon Valley, Google directors have decent
relationships with Amazon and Wal-Mart directors (Larcker and Tayan, 2010).
Contrary, some studies claimed that busy double function managers are performing worse in
term of monitoring comparing to the mangers that have just one position. Busy directors request
high executive compensation, which leads to difficulty in the termination of their contracts due
to their bad performance (Fich & Shivdasani 2006). Therefore, the Clayton Antitrust Act of
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1914 prevents directors from being shared among the rival firms because it creates a higher
likelihood of earnings manipulation (Fich & Shivdasani 2006). Regardless of the possible
negative impact of these connections in the post-acquisition phase, directors that are willing to
pursue an acquisition can benefit from their social ties in the negotiation phase. To be more
precise, managers have two main approaches to do M&A. They either follow the "Golf course"
by jumping on any opportunity that might arise when they are having contact with their
linkages. Also, they build their decision following the "value-creating logic" approach by
taking into account the overall corporate strategy as well as critical evaluation for the deal.
"The golf course" might be characterized by the arbitrary decision that the directors apply
which might harm the firm value. Also, this approach might be followed by the directors that
they have an empire-building attitude or hubris. These behaviours usually exist among the men
directors while the value-creating logic aligns with the firm vision and the benefits of the
shareholders. Thus, in either approach, these cross-firm ties help those managers to collect
private information to undergo a deal ( Kitching 1967).
A critical question might be asked here, what is the sort of information that the directors have
through the cross-firm social ties, and that would impact the firm deal decision? Beckman and
Haunschild (2002) indicated that directors could provide information that is related to the firm's
merger-related experience. In other words, directors learn from their linkages about vital
activities such as post-acquisition activities, how to prepare for mergers, and how to approach
targets. More importantly, directors benefit from these ties by giving relevant information
about potential target firms, which leads to more efficient identification of the target firm. This
result in the reduction of scanning and searching costs (Bruner, 2004). For instance, if the
bidder firm has already valuable information about the potential post-merger economies of
scope or scale performance, intentions of the target firm top management to be acquired, and
synergies, that would give the bidder firm an advantage to perform an effective evaluation for
the target firm. Indeed, due to the fact that firms might spend a considerable amount of
resources in order to obtain information about the target firm, most likely, the bidder firm will
use the information and perspectives that are obtained via the cross-firm social ties (Schonlau
& Singh, 2009). Thus, using this information would necessarily enhance the searching process
because the bidder firm saves time and resources, and it might be able to make better
acquisition calls.
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Also, due to the potential information asymmetries and adverse selections issues that are
associated with the opportunistic behaviour for the target firm, the gained information via the
social connections about the potential target and its management might make the acquisition
activities more attractive to the bidder firm because this information reduces the
abovementioned problems (Akerlof, 1970). Getting private information about the target and
their management is a relatively difficult mission; therefore, these cross-firm ties might allow
the bidder to obtain reliable information. For instance, previous knowledge about the firm
management and the firm capabilities would implicitly help bidder company to know how to
approach to the target. Similarly, this information can help, to some extent, to give the bidder
firm a greater understanding of how to assimilate the target after the merger. Also, some
decisions in the post-acquisition phase might be affected by this information. Among others
are retaining the key target firm management, how much autonomy to allow the target firm
post-acquisition, and how to tackle the corporate cultural differences in the integration phase
(Myers & Majluf, 1984).

Lastly, mergers usually are associated with industry-level shocks. Examples of shocks
(changes) include deregulation, changes in input costs, and innovations in financing technology
that induce or enable alterations in industry structure (Mitchell & Mulherin, 1996). Hence,
cross-firm social ties can provide their management with valuable information concerning the
macroeconomic conditions in the industry to be prepared. Therefore, that would allow firms to
move early in the mergers waves and benefit from it. The reason being that it is known that
early participants in the mergers wave will get high acquisition performance (McNamara,
Haleblian, & Dykes, 2008). Thus, it is significantly necessary to have connected directors that
can help the firm management by advising them in a period of rapid changes in the industry.

It is also essential to indicate that cross-firm social ties are not the only source of information
that firms use in M&A transactions. However, such information is acquired mainly by the
decision-maker. The influence of this information depends on the extent to which this
information is easily acquired by the directors from alternative sources. This information that
is received from the cross-firm social ties is private, tacit, soft, and potentially costly to obtain.
Generally speaking, directors do not replace the formal information when they are undergoing
a deal with the informal information that they get from social ties. But the cross-firm social ties
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do affect the board's information sets and the perspective of the management as well as the
boardroom.
Therefore the first hypothesis will be formulated as follow:
Hypothesis 1: Social ties between the bidder firm’s directors and the target firm’s directors
will increase the likelihood of completing an acquisition deal.

2.2 The moderating effect of gender in the bidder firm

According to Bourdieu (1986), social ties are considered as social capital for both individual
and firm, and this capital varies by gender. Antonucci (2001) also claims that it has been widely
agreed that social networks differ between men and women, and the reasons behind the
differences are relatively complex to identify. Some plausible explanation for such differences
might be due to individual characteristics differences such as age, ethnical background, tenure,
education, and gender, etc. Generally speaking, women's network featured as more extensive
and more diverse compared to the men network with more people regarded as very close
(Antonucci, Akiyama, & Lansford, 1998). However, some arguments indicated that there are
no differences in the men social network and women network if both are sharing the same
socioeconomic characteristics. Examples of these characteristics are the level of education and
the occupation status etc. Such strict assumptions are neglecting the gender experiences in
many different numbers of roles resulting in opportunities for establishing social networks
(Moen, 2001). Concerning the role of the individual, Kalleberg, Reskin, & Hudson (2000)
report that high-status occupations --directors in this paper-- have relatively a higher chance to
build ties with the workers in the same industry. However, women in high-status occupations
usually work as a second shift because they have obligations such as managing home, child,
and eldercare. Therefore these obligations limit the time women have available to maintain
their ties in the workplace (Ajrouch, Blandon & Antonucci, 2005)
Regarding the women role as directors – high statue occupations-, in the last couple of decades,
it became widely recognized that more women reaching the top management professions by
getting high experience and educational credentials. However, some barriers are encountered
to reach the top level ( Burke, Rothstein & Bristor, 1995). These obstacles include challenging
work and visible assignments, receiving support and encouragement, gender stereotyping as
well as being accepted by one's organization. Another necessary explanation is related to their
job behaviour. Women have relatively less access to informal networks, and they are usually
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excluded from the male network (Ragins & Sundstrom, 1989). For example, women may be
seen as disruptive intruders in all-male groups and excluded for those reasons. Women may be
excluded because men feel uncomfortable in dealing with them in informal settings (Ragins &
Sundstrom, 1989). Also, it might be that both women and men prefer to communicate with
individuals similar to them (Ibarra, 1997, p. 92). Moreover, it might be possible that men prefer
to maintain their domination level stable by excluding women from informal interactions.
Thus, if women are excluded from men network, they might lose several significant ingredients
to the development process in their careers such as knowledge, information, resources, support,
advice, and influence.
Ordinarily, women as an individual seek out homophilous ties, or what is best known as the
interpersonal similarities (Ibarra, 1997, p. 92). Moreover, women can be seen as richer
individuals than men in terms of human capital. This is because while they are searching for
similarities, they create relations outside their geographical area (Ibarra, 1993). But, Forret
(2006) indicated that women have less influential and less well-developed social networks
because of the fewer opportunities inside and outside the organization. According to Burke,
Rothstein & Bristor (1995), women social ties network contains more women than the men's
network and vice versa. That implies both networks are inherently different. Studies have found
that the effectiveness of the network impact might vary between men and female as a result of
the dissimilarities between male and female network structures. Whereas women prefer to form
networks which are smaller in size, stronger linkages of the members inside the network are
more similar to each other compared to the men's network. Men's network has weak ties, and
the members inside the network are more diverse (Knouse and Webb, 2001). It is important
also to indicate that, although there are conflicting sources whether there are differences
between men and women network, the vast majority of the literature endorse the disparities
argument between men's network and women networks.
Concerning the female director tendency to initiate a deal, the board of directors with more
number of women are likely to be less acquisitive (Levi & Zhang, 2014). The reason behind
that is men are more confidence compare to women in term of decision making (Lichtenstein,
Fischhoff & Phillips, 1982). In other words, women are less optimistic, and therefore, they
have less favourable expectations about the future (Malmendier & Tate, 2008). Thus, female
directors are expected to use a higher discount factor when they are evaluating the future cash
flow of the target firm. Therefore, it reduces the bid premium that the bidder firm is offering to
the target firm (Levi et al., 2014). Also, female directors are more suitable for monitoring
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compares to male directors; therefore, they will be able to provide more independence feedback
about the target (Adams & Ferreira, 2009). Since female directors might need a longer time to
make a decision with respect to being engaged in a certain deal, any announced deal might
have a great opportunity to be completed after the critical evaluation for the information that
flows throughout the female director cross-firm social ties. Thus, a female director member on
the board of the bidder firm would be led to increase the likelihood for the deal being
completed.
There are two main distinguishes between the female director and male director in term of
making M&A deals decisions, namely overconfidence and risk-aversion. Overconfidence is
highly associated with the male director in the M&A market. It means that men see future
outcomes in more favourable terms than women do. Thus, female directors are less likely to
see the M&A transaction as profitable investments, and that makes them more likely to shy
away from involving in such investments (Lundeberg et al. 1994). According to Huang &
Kisgen (2013), define overconfidence by claiming that decisions made by women are more
likely to have higher positive market reactions than decisions made by men. In contrast, Odean
(2001) states that gender differences in term overconfidence are not that great. This is because
men trade more than women, and that would reduce the men's total net return compare to the
women net return. In term of risk aversion, women are less willing to be involved in risky
decisions, as well as women are to take risky decisions on behalf of others 2. For instance, board
decisions, more precisely M&A calls (Ertac and Gurdal, 2012). This differences between the
men overconfidence and women reasonable confidence, as well as the differences in term of
risk aversion, might be reasons behind why M&A’s often failed or tend to be value-destroying
instead of value-enhancing because M&A transactions call are taken mainly by men.
Since this paper is studying the cross-firm social ties between the directors those holding high
occupation status, it becomes relevant to include the effect of the female directors on the
strength of the relation between the cross-firm social ties and likelihood of the deal completion.
The reasoning behind such an implementation due to the differences between the male director
and the female director. Since the network might differ between male and female, the small
units that compose the network which is the social ties might be also different 3. Also, it is
86% of male board members is ready to make a decision on behalf of the board members, while just 55%
of female board members are willing to do this Ertac and Gurdal (2012)
3
Social networks have fuzzy boundaries. Friends, neighbours, workmates and even kin come and go, their
definition and importance varying by the hour, day and year. There is the "Bob and Carol and Ted and Alice
problem" (Mazursky 1969): Ties to a married couple can function as one relation or two. Indeed, there is no
22
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important to mention that the differences between male network and female network cannot be
fully captured by using the gender difference. This is because there are also other factors that
play an important role such as ethnical background, tenure, education, and gender, etc. But,
using the gender differences to prove the network differences might be able to give a
comprehensive understanding of the dissimilarities between the two gender in the contexts of
M&A and social ties.
So the argument that I want to verify here: is the difference in gender will affect the cross-firm
social ties and therefore affect the likelihood of the deal completion? If that is the case, that
will give another validation to the argument which supports the difference between men and
women in term of social ties.
Hypothesis 2: The linked female directors in the bidder firm is positively associated with the
likelihood of deal completion, and therefore moderate the pre-deal social ties between the
target and the bidder on the likelihood of the deal completion.

Chapter 3 | Research Method

In this chapter, the methodology of the study will be explained in detail. The first part of this
chapter contains the sample selection part, which will discuss the way how the final dataset
has been constructed, as well as the data sources. The second part will briefly explain the
dependent, independent and control variables. The motivations will follow this for using such
variables to test the hypothesis.

3-1 Data and Sample selection

The used data for this study is derived from different sources. I derive deals data from Zephyr,
which is a commonly used database for M&A research 4. The financial data on these M&A
deals are obtained from Factset, and the information on director ties is obtained from BoardEx.
The criteria for constructing the sample of M&A deals are as follows. Firstly, the deals should
be for European firms both for targets and bidders. Thus, deals must be domestic within the
Eurozone, which means that the target and the bidder firms should necessarily be from one of
the European countries because the network data in BoardEx is more available for the European

such thing as the network: analysts must specify inclusion criteria. For example, our research group studies only
those co-workers whose social relations continue after work as community ties. (Wellman,1992).
4
These papers used Zephyr 1- “Gupta, P. K. (2012). MERGERS AND ACQUISITIONS (M&A): THE STRATEGIC
CONCEPTS FOR THE NUPTIALS OF CORPORATE SECTOR. Innovative Journal of Business and Management, 1(04).”
2-“Haucap, J., & Stiebale, J. (2016). How Mergers Affect Innovation: Theory and Evidence from the Pharmaceutical
Industry (No. 218). DICE Discussion Paper.”
3-“Park, E. K., Kang, T. K., & Han, B. S. (2016). Factors Affecting Completion Duration of Global Mergers and Acquisitions of
Korean Firms”.
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firms. In other words, cross border 5 deals are excluded from this study. Secondly, the value of
the deal must be more than one million Euro because small deals usually do not have complete
information. Thirdly, pending or rumoured deals are excluded from this study because their
final statues are unknown. Fourthly, since the year when the deal has been announced is vital
for further use, any deal that misses the announcement date is also excluded. Also, an important
characteristic which is related to the deal level is that bidders and targets should have an ISIN
number for both the target and the bidder firm. The number is used as identifiers to match with
BoardEX data. The gathered data from Zephyr are Deal Status, Method of payment, the initial
and final stake for the bidder firm in the target firm, and the bidder and the target industry code.
Data on company ownership ( public or private ) and the number of successful and failed deals
( Bidder transaction number), log relative assets size, profit efficiency are obtained from
FactSet database. From BoardEx database, the initial data for the Director's ties are gathered.
After these four filtering criteria, I obtained an initial sample of 3593 unique European deals
consisting of 2550 targets and 1849 of bidders. After that, I use their corresponding ISIN
numbers to collect director tie data from BoardEX.
The Director's network data for the target and the bidder are gathered form the BoardEx
database. This database contains extensive biographical information on corporate directors and
top executives, including educational degrees and employment history. The Director's network
dataset consists of 84 large excel files, and these files contain 5 million observations each,
which means around 40 million observations for all files. These files have the directors
information and his\her educational and employment connections to all other directors.
Therefore, to get the right connections, the ISIN number of the deal parties have to be utilized
to get the Company IDs, which is a unique identifier for firms in BoardEX. After that, the
recognized company IDs will have to match again with the list of Director's characteristics.
This is to get the Director's ID for both parties that were sitting at the board when the deal was
announced. After that, the gathered dataset for all directors has to be split to target directors
and bidder directors. Subsequently, the directors of the Bidder firm dataset were merged with
the 84 excel files to capture the bidder directors network. In other words, the perspective of the
bidder firm has been taken into account. This implies that the ultimate goal was to seek for the
bidder directors connections. Afterwards, I searched for which one of those linked directors are
from the target firm. The approach is not straightforward but it is the only way to get the right
This study treats the European zone as one country and any deal has party outside Europe would be
considered as cross boarder deal.

5
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connections 6. Once the dataset linkages have been collected, this dataset was merged with the
deals data using the Deal Number to get the final dataset with all necessary row data. Finally,
the filtered and cleaned data was around 27,000 observations of director ties through time. So,
to get the Deal level, the dataset was aggregated and this aggregation results in 3593 unique
deals. There are 293 deals with connected target and bidder and 3300 deals with no connected
directors between the target and the bidder firm.

3.2 Dependent variable

The dependent variable is the final deal state, which means it is a binary variable that takes a
value of 1 if the deal is completed and 0 if the deal abandoned. This study is going to use two
dates, the announcement date as well as the completion date. The announcement date is utilized
as a sign for starting the takeover process. And the date of completion as a sign for the deal that
is completed. Mergers recorded as ‘intent withdrawn,’ ‘withdrawn,’ or ‘rumoured only’ will
be considered as abandoned deals; otherwise, the deal is regarded as completed (Muehlfeld &
Witteloostuijn, 2012 ). The main advantage of this measure is the ability to capture the early
stage performance in M&A. However, this measure cannot contain information about the
earlier stage of the acquisition before the public announcement. Therefore, this proxy takes into
account the announcement day as a mark of starting the process stage under scrutiny.
Consequently, this study adopts a simple, unambiguous measure that measures the
performance in the pre-acquisition phase starting from the announcement date until the
completion/abandoned date (Weston et al., 2004). Thus, following the literature of Dikova et
(2010), the dummy variable is going to take a value of 1 if the deal is completed and 0
otherwise.

3.3 Independent variable

To capture the linkages between the target and bidder directors, I constructed three main
independent variables. These variables have been built to measure the cross-firm social ties
based on three different types of social ties. They are; shared Employment ties, Educational
ties, and the other cross-firm ties. Shared employment ties mean that the director of the target

Throughout the process of calculating the number of cross -firm social ties, the initial selected deals have
decreased significantly from 10000 to 3556 deals. The reason behind that because BoardEx does not have all
the respective ISIN numbers for the 20000 firms ( 10000 deals) . Also, BoardEx does not contain the Directors
IDs for all firms.
6
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and the director of the bidder firm used to work together at the same firm earlier in their lives.
Previous educational ties imply that both the bidder director and the target director have studied
together at the same educational institution. Other cross-firm ties refer to any connection
between the two directors other than the shared employment history connections. For instance
"private connection, charity, government, medical, etc." So, if two directors graduate from the
same educational institution, that would be considered as Educational ties. In the same manner,
if two directors have worked at the same firm, that would also be considered as an Employment
tie.
Similarly, the rest of the in-between directors' linkages that do not belong to the shared
employment ties or educational ties would be named as other ties. Mainly, these three variables
are going to take any integer value, which equals to zero and higher. Since some directors might
be connected more than one time to the same person, the three variables represent many ties
directors may have. This may exceed the number of directors on the board. For this reason, I
do not scale these variables by the size of the board. 7

3.4 Moderator variable

The moderator variable is the percentage of the ties that have female directors. This variable is
used to see the strength of the relationship between the deal completion and the effect of the
social tie. As argued above, the female usually is less confident than men as well as they tend
to make fewer acquisitions (Levi & Zhang, 2014). Also, female directors are more suitable for
monitoring compares to male directors (Adams and Ferreira, 2009). So, they might need a
longer time to decide with respect to being engaged in a particular deal. That would result in
making the announced deal more likely to be completed if the ties belong to a female. Thus,
the more female director member on the board of the bidder firm would lead to an increase in
the likelihood of the deal being completed. In the interaction term form, if the percentage of
female directors in the bidder board increase, the effect of the social ties on the likelihood of
deal completion is expected to increase. So, to measure this effect, this study will use the
number of female cross-firm connections divided by the number of all connections in the deal.
In other words, if one deal has twenty connected directors, five of these connections belong to
female directors. Therefore, the value of the variable equals to 25 %, which means that female

7

In robustness tests in Section 4.4, I use a scaled version of these variables. Variables are scaled by board size.
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directors create 25% of the total ties between the two firms and 75% of the cross-firm ties
belong to male directors.
Moreover, this variable takes the bidder perspective, which implies that this variable studies
just the gender of the bidder director and neglects the gender of the targets for two main reasons.
Firstly is a data availability reason. That is, the data for the gender of the bidder directors are
more available while the target director gender data are less available. Therefore, including the
gender of the female director of the target would decrease the number of ties that have a known
gender. Secondly, for the sake of simplicity in interpreting the results.

3.5 Control variables

In isolating the impact of the other possible factors on the dependent variable, a set of control
variables were used. By doing so, the research will show for certain degree unbiased effects of
the cross-firm social ties on the likelihood of the deal completion (Dikova et, 2010). Thus a
series of additional factors that can affect the likelihood of the deal completion is as follow :
Methods of payment: Since the methods of payment that offered in an acquisition deal affect
the likelihood of the deal completion (Dikova, 2010), this paper will control for the form of
payment used effect. The variable for methods of payment will be a dummy variable: equal to
one should the bidder pays in cash and zero otherwise. I particularly identify cash payments
because the financial markets react positively when the bidder pays in cash. Also, paying in
cash may reduce the resistance of the target shareholders, but it might increase corruption
(Muehlfeld, Sahib, 2012).
Target subsidiary: I account for targets being subsidiaries of the bidder because the negotiation
process between the bidder and the subsidiary is more flexible and therefore completing the
deal is easier. As a result, I control for subsidiaries with a dummy variable taking the value of
one if the target firm is a subsidiary and 0 otherwise (Dikova, 2010).
Same industry: Since the market reacts negatively to news of unrelated industry deals, I
account if the target and the bidder belong to the same industry. In general, investors perceive
this kind of deals to harm shareholder value (Flanagan, 1996). And such perceptions can
negatively affect the completion of the deal. Therefore, I control for the same industry with a
dummy variable that is equal to one if the bidder and the target belong to the same industry and
0 otherwise.
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Public firms 8: Because public firms must comply with the national regulations, that would
delay the completion of the transition deal. So the dummy variable will be used taking the value
of 1 if the target firm is publicly owned and 0 otherwise (Muehlfeld, Rao Sahib & Van
Witteloostuijn, 2012).
Previous M&A successful and failure (Bidder Experience): Generally speaking, firms learn
from their last deals attempts no matter whether these deals are completed or abandoned.
Vermeulen & Barkema ( 2001 ) hinted that several deals that a particular firm have settled
might influence the firm’s knowledge base. This knowledge also might help efficiently manage
the future acquisition process. Alternatively, prior experience provides insight on handling
future acquisitions, and the would lead to increase their expertise in the negotiation phase,
hence, help bidders to complete the deal. Therefore, the cumulative number of previously
completed and abandoned M&A deals for the bidder firm is included (Dikova, 2010).
Percentage sought: it means that when the bidder firm already owns a fraction of the target
firm as an initial stake, and it wants to increase its fraction. This variable is calculated by
looking at the initial stake that the bidder firm has before it initiated the deal. After that, if the
value of the initial stake is more than zero, it means that the bidder firm is trying to increase its
fractions in the target firm. This variable might affect the likelihood of deal completion
negatively. Because it is argued that when the bidder firm has already stakes on the target firm
that would increase the resistance of target firm management and host government for the target
firm (Dikova, 2010).
Relative assets size: Zollo & Leshchinkskii (2000) found that the small targets are less complex
and therefore are easier to be acquired. Thus, to control for the effect of the size of the target
on the success of the deal, a variable was constructed. The variable consisting of the logarithm
of total assets of the target divided by the logarithm of the total assets of the bidder was
employed.
Profit efficiency : (Pilloff & Santomero, 1998; Hawawini & Swary, 1990) studied the effect of
the profitability on the deal success. They claim that when bidders more successful than their
targets, the transactions are more successful. Therefore, the variable of ROE of the target
divided by the ROE of the bidder has been used.

I have found in many sources that also private firms have an ISIN codes. This link is one of them
http://isincode.com/

8
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Size of Bidder board: since larger boards will probably have more ties and the variable that is
used in this study to capture the cross-firm social ties didn’t take into account the size of the
board, the size of the board director variable will be used.
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3.6 Description of all variables

Table 1 shows all the variables used in the analysis
Variable name

Measurement description

Source

Dependent variable

Dummy variable equal to :

Bureau

1 if the announced M&A deal is completed,

"Zephyr"

Deal completion

van

Dijk

van

Dijk

van

Dijk

van

Dijk

van

Dijk

van

Dijk

0 if the announced deal is marked as "withdraw", intent withdraw"
Independent variables
Employment ties

Educational Ties

Measure to the number of the shared previous employment cross- BoardEx
firm social ties between the bidder and the target firm.
Measure to the number of the shared Educational cross-firm social BoardEx
ties between the bidder and the target firm.
Measure to the number of the cross-firm social ties between the BoardEx

Other ties

bidder and the target other than employment and educational ties.
Moderator variable
Female percentage
Control variable
Method of payment

It refers to the percentage of female connections in each deal.

Target subsidiary

Dummy variable that equals to 1 of the target if the smaller partner Bureau

BoardEx

Dummy variable that equals to 1 if the deal is predominated cash- Bureau
finance and 0 otherwise

"Zephyr"

in the transaction was subsidiary of the larger enterprise and 0 "Zephyr"
otherwise
Dummy variable that equals 1 of the target and bidder have the same Bureau

Same industry

industry, and 0 otherwise

"Zephyr"

Dummy variable that equals 1 id the target firm is publicly owned, 0 Bureau

Public firm
Bidder experience

otherwise.

"Zephyr"

The number of completed and abandoned deals that bidder have

FactSet

announced till the date of the studied deal.
Percentage sought

The ownership stake of the target sought by the bidder

Bureau
"Zephyr"

Relative assets size

The logarithm 9 of total assets of the target divided by the logarithm FactSet
of the total assets of the bidder

Profit efficiency

ROE of the target divided by the ROE of the bidder

FactSet

Size of Bidder board

The number of directors at the board before the announcement date

FactSet

9

The natural logarithm has been used in order to rescale the data.
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3.7 Research method

In this empirical research, the dependent variable is going to be a dummy variable which takes
a value of 1 when the deal is completed and 0 if the deal is abandoned. Hence, applying logistic
regression to measure the influence of the cross-firm social ties on the likelihood of the deal
completion might be the best option due to the fact that the dependent variable is dichotomous
and has just two values, 0 or 1. Moreover, using an OLS regression would be problematic for
many reasons. Firstly, the research question asks about getting outputs on the probabilities
forms; therefore, OLS regression would give values beyond 0 and 1, which is not possible for
probabilities (Long et al, 2006). Secondly, to use the OLS regression model, the five OLS
regression assumptions should not be violated, but when the dependent variable is binary, the
assumption of the homoscedasticity10 would be violated. Finally, logistic regression does not
need the error terms (residuals) to be normally distributed. Therefore, the logistic regression
model would be a better analyzing tool. Contrary to the OLS regression, logistic regression
uses the explanatory variable to predict the logit transformation of the dependent variable.
Thus, the generated coefficients for the explanatory variables are not easy to interpret compared
to the OLS regression coefficient because they are missing the intuitive metric (Long et al.,
2006). In fact, the value of the coefficient in the logistic regression would indicate to the
direction of the effect whether it is negative “decrease the likelihood” or positive “ increase the
likelihood”. Because the results will be presented in the odd ratio terms, the interpretation
would be easier. For instance, if the value of the same industry is higher than 1, it implies that
the likelihood of the deal completion would increase and vice versa. However, the magnitude
of the coefficient (odd ratio) would tell about the size of the increase in probability terms
whether it is small, big, or nothing.

Furthermore, the unit of analysis in the study is the announced M&A deal. Some bidders have
announced more than one deal over the samples period. That is, a bidder can announce a deal
in 2007, and the same bidder can also announce another deal in 2009. Thus, the constructed
dataset in this study is pretty much similar to the unbalanced panel dataset. So, since this study
is dealing with panel data, I employed one of panel data estimators “ Pooled cross-section” or
“ Fixed effect” or “Random effect”. However, using the pooled cross-section estimator might
10

The variance must be constant for each combination of the independent variables
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not be an appropriate estimator because it ignores the within-firm correlation in the error terms.
Thus, every observation would be treated as an independent observation. As a result,
employing Fixed effect or random effect would be a better approach because those estimators
would account for the within-firm correlations. But, the data in this study is not exactly panel
data since firms are not followed over time. They are only observed when they announced an
M&A deal, which means there is a clustered data structure. Therefore, the traditional standard
error estimates are not suitable to use for the logistic regression. Because the observations in
the same cluster are similar in terms of characteristics, and they tend to be highly correlated,
and there are not independent (Huber, 1967). Thus, the clustered standard errors method is used
because it accounts for within-firm correlation. These estimators are quite similar to the random
effect estimator except that it is slightly better because it provides consistent estimates over a
wide range of possible correlations (Cameron &Trivedi, 2009). By applying clustered standard
error method, the assumption of independent observations has been relaxed. The ID of the
bidder firm is used to take into consideration that frequently more than one observation belongs
to one firm.
In order to test the formulated hypotheses, a set of logistic regressions is going to be estimated.
The very basic model that will be the first logistic regression is presented as follow:
𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 � 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐� = 𝛼𝛼 + 𝛽𝛽1 𝑀𝑀𝑀𝑀𝑀𝑀ℎ𝑜𝑜𝑜𝑜 𝑜𝑜𝑜𝑜 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝛽𝛽2 𝑆𝑆𝑆𝑆𝑚𝑚𝑒𝑒 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖 +
𝛽𝛽3 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽4 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 + 𝛽𝛽5 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠ℎ𝑡𝑡 +
𝛽𝛽6 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝛽𝛽7 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽8 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 +
𝛽𝛽9 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑜𝑜𝑜𝑜 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏 + 𝜀𝜀

Whereas 𝛼𝛼 indicates to the constant of the equation. The Greek letters 𝛽𝛽1 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝛽𝛽9 represent the
coefficients (odds ratios) for the abovementioned control variables. The definition of the
corresponding control variable exists in the description of the all variables section as well as in

section 3.6. After estimating the basic model that contains all the important control variables,
one regression for each of the three cross-firm social ties variables is estimated. In essence, the
Employment ties variable will be added to the basic model and regress it in order to test the role
of the employment cross-firm social ties on the likelihood of the deal completion. In Model 3
and 4, the same thing is done for the Educational ties and the Other ties variables separately.
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Finally, model 6 till 9 (see Appendix ) includes the interaction term of the Female percentage
in the bidder firm and the Employment ties in order to test the moderating effect of the Female
percentage. The model specification for model 2 till 4 can be found in the appendix.

Chapter 4 | Results

This chapter contains the results of the logistic regression models that are estimated. Firstly,
some characteristics about the deals sample will be presented, then, some numerical
interpretations for the variables will be addressed, such as the descriptive statistics for all
relevant variables. Thereafter, correlations and the results from the VIF test will be presented
to be certain that the selected proxies do not have any significant issues that might affect the
final conclusion. Afterwards, the regression analysis results will be discussed extensively, as
well as the interpretation of the logistic regression coefficients. Then, some robustness checks
are performed to check whether the results are robust to changes.

1.1 Sample characteristics

The selected samples consist of 3593 deals, 474 of these deals are withdrawal deals, and 3119 are
completed deals. In term of the nationality of the firms, there are 31 different nationalities for the bidders
and 32 for the targets. Firms that belong to the United Kingdom, France and Germany, initiated 954,
546 and 307 deals respectively between 1997 and 2018, while firms that belong to the other country
initiated less than 50% of the total deal samples ( see appendix). Similar situation to the nationality of
the targets where the United Kingdom, France, and Germany have also the vast majority of the targets
that are acquired during the same period with 964, 500 and 331 deals respectively. Also, the other 29
countries have less than 50% of the target firms. Regarding the deal parties industry, the number of
deals when the bidder is related to Financial industry such as insurances services and banks come in the
first place with 1234 deals. Then at the second and third place come the Miscellaneous and Utility
industry with 422 and 267 deals respectively. In the target side, 752 targets are related to the financial
sector, while there are 591 targets miss its industry discerptions. (See appendix). Concerning the time
intervals, the year 2005 got the highest number of deals with 310 deals, then come after that year 2007
and 2002 with 248 and 243 respectively, while the year 1997 get just 11 deals and year 1998 has 48
deals.

4.1 Descriptive statistics

Table 2 reports the descriptive statistics for all used variables in this study for the period
between 1999 and 2018. The majority of the variables are binary, which means their values
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either 1 or 0. The deal completion variable’s mean is relatively high and close to 87.5%. That
is because around 87.5% of the deals are completed, while the abandoned deals make up just
12.5% of the whole sample 11. The reason behind this case is that all databases ( Thompson one,
Zephyr, and FactSet) have more data about the completed deals, while the abandoned deals
make in general less than 10% of the whole population in these databases. Since this study uses
the number of connections as a proxy to measure the strength of the connections between the
target and the bidder firm, the variable of the Employment ties varies between 0 and 986 ties,
which means that in some deals directors from target and bidder firms do not share any
previous. But on average the selected deals have around 5 cross-firm social employment ties 12.
The variable for the Educational ties also varies between 0 and 104 connections with a mean
of 0.11 connection per deal. The mean of this variable is much lower than the employment ties
because the educational ties make just 1 percent of all ties. Other ties variable such as charity
club and private ties got a mean which equals to roughly 1.53 connections with a maximum of
439 connections and a minimum of 0 per deal. The percentage of female directors in the bidder
firm also fluctuate between 0 % and 100% with a mean of 12.7%.
With respect to the control variables, the variable that indicates for the target if it is a subsidiary
to the bidder firm reports report to 38%. That means around 38% of the targets firms are
subsidiary to the bidder. The payment method variable shows that around 67% of the deals
were paid in cash. Also, the dummy variable that takes a value of one when the target is a
publicly listed showed that around 27.2% of the target firms are publicly listed, and that makes
sense because in the majority of the cases target firm is either privately owned or a subsidiary
branch. The Percentage sought variable that takes a value of 1 when the bidder firm has already
acquired a part of the target firm and 0 otherwise, has a mean of 36.8%, which implies that
36.8 % of bidder firms have already stakes in the target firm and therefore these bidders
undergo a deal in order to increase their portions. Similarly, the proxy that measures the
experience of the bidder firms by reporting the number of the transactions that the bidder
announced, also varies between 0 and 1616 deals. That means in some deals the bidder has not
announced any deal before, and in other deals, the bidder has announced 949 deals. But in

This study contains exactly 447 abandoned deals and 3119 completed deals.
If the dataset divided into deals that have connected parties and deals do not have ties between the target
and the bidder, then the average of the ties for deal that have connected parties would be around 195
connection per deal. Therefore, the average for the whole sample is low because the data set obtain around
292 deals that have connected parties out of 3566 deals.
11
12
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general, the average number of deals that the bidder have done is 94 deals. 13 Additionally, the
same industry variable indicates that around 33.9 percent of the target and the bidder firm are
performing in the same industry. For the bidder size variable, it indicates that the size of the
board in the bidder firm varies between 1 and 59 with a mean of 12 directors sitting at the board
while the deal announced. In terms of profitability, bidder firms have a mean of 11.23 % as
Return on equity, while the target firms have slightly lower Return of equity which equals to
5.67%. In the same direction for the firm size variable, where the mean of the total assets for
the bidder firms is equal to 95,816 million Euro, the target firms have a mean equals to 15,494
and that is normal because in most cases the bidder is larger than the target.
Variable name

Bidder board size
Target board size
Bidder number of transactions
Employment ties
Other ties
All ties
Percent of Female in bidder board
Deal completion
Subsidiary
Deal method of payment
Same industry
Percentage sought
Educational ties
Bidder total assets
Target total assets
Bidder ROE
Target ROE
Target public
Log Relative assets size
Profit efficiency
Employment ties percentage 14
Educational ties percentage
Other ties percentage
All ties percentage

Observations
number

Mean

SD

Min

Max

1,691
699
3,373
3,566
3,566
3,566
3,566
3,566
3,566
3,551
3,566
3,566
3,566
3,101
2,633
2,974
2,433
3,566
2,418
2,185
3,566
3,566
3,566
3,566

12.80
10.93
94.18
5.106
1.537
6.756
0.127
0.875
0.382
0.670
0.339
0.336
0.113
95,816
15,494
11.231
5.67
0.272
2.464
5.902
0.0354
0.0007
0.0130
0.0491

6.661
6.384
164.1
36.46
16.76
42.66
0.0841
0.331
0.486
0.470
0.474
0.472
2.081
430,879
139,059
21.644
37.24
0.445
48.29
60.81
0.218
0.0113
0.115
0.273

1
1
0
0
0
0
0
0
0
0
0
0
0
0.0180
0.33
-69.349
-91.233
0
-82.78
-353.8
0
0
0
0

59
51
1,616
986
439
998
1
1
1
1
1
1
104
10381047
5211232
418.6
873.2
1
2,367
2,200
3.712
0.411
2.250
5.167

Table 2 represents the descriptive statistics for all relevant variable

This variable measures the cumulative number of deal that the bidder have initiated no matter whether this
deals were completed or abandoned .
14
This variable is going to be used in the robustness check test
13
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4.2 Correlation Matrix

Table 3 illustrates the correlations between all independent variables in the specified model.
The aim of this matrix is to inspect whether there is a multicollinearity phenomenon between
the independent variables. In other words, if one explanatory variable can be predicted from
others with a substantial degree of accuracy, then the coefficients might be inaccurate because
there is a multicollinearity issue. In other words, the estimated coefficients might change
randomly if any small change has occurred in any variable or in the data, and would result in
unstable regression coefficients. Therefore, any significant correlation that is higher than 0.3 is
highlighted in red in the table below. Looking at the table, the correlation factors vary between
-0.00 and 0.48, except the correlation between All ties and Employment ties is equal to 0.907,
and that is expected because the All ties variable contains the employment ties variable.
However, this correlation will not affect the results because All ties and Employment ties
variables will be used in two different regression equations, so those highly correlated
independent variables will not be in the same model. Thus, that implies there is no perfect
collinearity 15 issue between the independent variables, as well as there is no imperfect
collinearity problem because the maximum value is 0.48 which is lower than 0.8 16. According
to the correlation matrix below, the highest correlation mentioned above, and the lowest
correlation exists between the Educational ties and the percent of female in the bidder firm
variable with-0.00. Moreover, in order to diagnose for the presence of the multicollinearity,
some extra tests such as Variance Inflation Factor (VIF) and Tolerance measures have been
implemented. The results report that maximum values for VIF and tolerance are 1.50 and 0.99
respectively, which implies that all used variables have not a serious collinearity problem. In
simple terms, if the variable is very closely related to another variable, the tolerance would be
close to 0 and VIF value gets very large. In other words, the VIF test tries to run a set of an
auxiliary regression for one independent variable on all the other independent variables,
thereafter report the R square values of these regressions. So, a high degree of the R square
means that the variable is multicollinear with a linear combination with the other variables.

Stata correct perfect collinearity automatically by dropping the variable that is a linear combination of the
other, also Stata issues a note that the perfectly correlated variable has been omitted.
16
As a rule of thumb, If the correlation between two variables 0.8 or higher that means there the two
variables are highly correlated.
15
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Collinearity Diagnostics

Variable

VIF

VIF SQRT

Tolerance

R- squared

Deal Completion
Employment ties
Educational ties
Other ties
Bidder board size
Target bidder size
Profit efficiency
Log Relative assets size
Target public
Deal method of payment
Same industry
Percent of Female
Bidder transactions number
Initial stake

1.05

1.02

0.9557
0.7881
0.9633
0.9127
0.6645
0.6737
0.9990
0.9993
0.9053
0.9246
0.9763
0.9915
0.7931
0.9163

0.0443
0.2119
0.0367
0.0873
0.3355
0.3263
0.0010
0.0007
0.0947
0.0754
0.0237
0.0085
0.2069
0.0837

1.27
1.04
1.10
1.50
1.48
1.00
1.00
1.10
1.08
1.02
1.01
1.26
1.09

1.27

1.02
1.05

1.23
1.22
1.00
1.00

1.05
1.04
1.01
1.01

1.12
1.04
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-0.315

0.069

0.018

1.000

All ties
Percent of Female

0.014
0.060

0.907
-0.012

0.152
-0.00

0.482
-0.022

1.000
-0.021

1.000

Deal method of payment

0.099

-0.004

0.014

-0.022

-0.013

-0.010

1.000

-0.192

0.189

0.053

0.135

0.223

-0.059

-0.024

1.000

0.039

-0.026

-0.08

-0.063

-0.050

-0.015

-0.052

0.011

1.000

Target public

-0.025

-0.109

0.043

-0.017

-0.101

0.032

0.163

-0.010

-0.725

1.000

Bidder transactions number

-0.030

0.089

-0.07

-0.015

0.071

0.084

0.154

0.045

-0.139

0.135

1.000

Percentage sought

-0.124

0.161

0.019

0.150

0.205

0.009

0.022

0.155

0.177

-0.241

-0.082

1.000

Profit efficiency

0.012

-0.008

-0.07

-0.013

-0.013

0.022

0.022

-0.026

-0.043

0.068

0.131

-0.082

1.000

Log Relative assets size

0.194

-0.085

-0.06

-0.104

-0.120

-0.014

0.183

-0.213

-0.020

0.071

0.269

-0.124

0.153

Bidder board size

0.075

0.383

0.181

0.035

0.354

-0.033

0.164

0.228

-0.036

-0.016

0.407

0.140

0.009

0.046

1.000

Target board size

0.008

0.307

0.044

0.147

0.331

0.080

0.063

0.183

0.039

-0.054

0.237

0.077

0.011

-0.253

0.407

Same industry
Subsidiary

Target board
size

Bidder board
size

Log Relative
assets size

Profit efficiency

Percentage
sought

Bidder
transactions
number

Target public

Subsidiary

Other ties

Same industry

1.000

Deal method of
payment

1.000
0.137

Percent of
Female

1.000
0.168
-0.000

All ties

Educational
Ties

Deal completion
Employment ties
Educational ties

Other ties

Employment
ties

Deal
completion

Variables name

1.000

Correlation Matrix
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1.000

4.3 Empirical results
Table 4 illustrates the outcomes of the logistic regression. This table is divided into 5 columns,
each one contains the results from one of the models. The first column shows the results for
the model that has only the control variables. Column two reports the results for the model that
used the previous employment as the main independent variable. Similarly, column three shows
the model that has the previous education variable as a main independent variable as well as
the control variables outcomes. Column four also has the result for model 4 which use the other
kind of social ties than the previous education and employment, such as private, charity,
government, and medical ties. Column 5 presents the results for model 5 includes the variable
of all ties as the key independent variable. The common variables among the previous five
models are the dependent variable which is the deal completion and the control variables. In
the abovementioned models, each model presents the odds ratios, standard deviations, the value
of log-likelihood, the pseudo R squared and the value of Chi-square test. Basically, in the
evaluating model, there are two models that must pay attention to, the overall fit of the model
to the data and the individual predictors in the model. In term of overall fit, Chi-square test is
testing whether the model that contains predictors represents a significant improvement in fit
over a null model with no predictors (Zhang et al, 2011). Since all presented models are
significant at the 1% level, it can be stated that the null hypothesis is rejected and these model
represent an improvement of fit over the baseline model. Furthermore, Pseudo R square
concludes that these models have relatively low explanatory power but the value of these
pseudo R square does not mean the same thing what R square means in the least square
regression. Thus, the main focus will be on the individual predictors coefficients and their P
values. Essentially, this study is aiming to contribute to the theoretical literature of the
determinants of the deal completion.
Hypothesis 1 hypothesized that cross-firm social ties increase the likelihood of the M&A deal
completion. Looking at model 2, it can be seen that the reported odds ratio is higher than 1 and
significant ( 𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 1.009, 𝑝𝑝 < 0.01), which indicates that pre-deal employment cross-

firm social ties between the bidder firm and the target firm increase the likelihood of the deal
completion by 0.9% . In other words, every one tie more between the bidder and the target
would lead to an increase in the likelihood for the deal completion by roughly 0.9%.
Conversely, model 3 presents highly insignificant and negative results to the number of
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Educational linkages between the target and bidder firm. ( 𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 0.987, 𝑝𝑝 > 0.1 ).

Therefore, the existence of connected directors through the educational institutions or alumni
network would decrease the likelihood of deal completion 17 by 2.3%, but the coefficient here

is insignificant. Thus, the abovementioned findings are consistent with the prior literature just
in the context of employment ties. In other words, and according to Cai & Sevilir (2012) having
aboard connections between two firms may enhance information flow and communications
between the two firms which lead to a better M&A transactions. It implies that the connected
directors throughout the Employment ties might be able to help their firm by collecting valuable
and private information about the target firm before and after announcing the deal, therefore,
firms that have connected directors through the Employment ties that would increase the
likelihood of deal completion by roughly 0.9 percent. While having Educational ties between
the directors of the two firms will not have any significant influence on the likelihood of deal
completion. Conversely, the variable that indicates the number of connections that is not
education nor employment shows a negative and significant value (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 0.971, 𝑝𝑝 <
0.1 ). This variable suggests that every tie more that does not fall under the education or

employment ties categories would lead to a decrease in the likelihood of deal completion by
3%. This result doesn’t align with the majority of the prior literature which suggests that all

kind of cross-firm social ties would increase the likelihood of deal completion, but it in line
with Ishii & Xuan (2014) empirical study. They found that firm social ties have a significantly
negative effect on the bidder’s abnormal return at the announcement day. Thus, in the context
of the employment, hypothesis 1 is not rejected, however, it is rejected if the ties are educational
or other ties.
Hypothesis 2 predicts that gender differences will moderate the effect of the cross-firm social
ties on the likelihood of deal completion. The results on the second sets of models (See Table
5) show that deals that have more female connections have a positive effect on the likelihood
of deal completion and this effect is highly insignificant (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 1.017, 𝑝𝑝 > 0.1 )18.

Also, the same results have been obtained when the percentage of female in the bidder firm

regressed against the same dependent variable using the educational and other social ties
Before the aggregation step, when the number of observations were around 24000, the logistic regression
report significant and positive effect for the educational ties the likelihood of deal completion.
18
The used interaction term here is Percent of female*Employment ties. The other interaction terms Percent
of female*Educational ties, other ties* Other ties shows negative and insignificant impact on the strength of
the relation between the cross firm social ties on the likelihood of deal completion. Look at table 5, model
6,7,8 and 9
17
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instead of the employment ties. That implies the gender of the linked director will not moderate
the relation between the cross-firm social ties and the likelihood of deal completion. In other
words, if the captured cross-firm social tie belongs to a female director, or male director, the
effect of this tie on the strength of the cross-firm social ties on the likelihood of deal completion
will stay the same. To be more precise, hypothesis 2 has predicted that female ties and male
ties are essentially different in their nature, and therefore if the bidder firm has a relatively high
number of connected female director with the target firm once the deal announced that might
increase the effect of these social ties on the likelihood of the deal completion because female
director tend to give independent valuation about the target, and therefore the announced deal
would be more likely to complete when there are more women in the bidder firm. This findings
in line for some extent with Odean (2001), who states that gender differences in term
overconfidence 19 are not that great. The abovementioned results align with hypothesis 2 in
term of the sign (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 1.017, 𝑝𝑝 > 0.1 )20where every one percent more of the

women in the bidder firm board would increase the effect of the cross-firm social ties on the
likelihood of deal completion by 1.7%, but the coefficient is insignificant, therefore, this
hypothesis will be rejected.
With respect to the control variables, the models provide significant results for the Method of
payment, Same industry, Percentage sought, Bidder board size and Log Relative Asset size
variables. As excepted, deals that are mainly financed by cash are more likely to be completed.
The reason behind that might be because target shareholders assumed that financial markets
probably will react positively to the cash paid deals, therefore that would generate some
unexpected return around the announcement date. Moreover, the Same industry variable shows
a negative sign, which means that if the target and the bidder in the same industry that would
lead to a decrease in the likelihood of deal completion. This finding is inconsistent with the
prior studies because the sign should be positive. The reason behind that, when the deals take
place across the unrelated business, that would induce a negative reaction from the market
because investors believe unrelated acquisitions may harm the shareholders’ value ( Zhang &
Ebbers, 2010). The Percentage sought variable is significant and shows a negative sign for
model 2. That means when the bidder already owns part of the target firm that would make the
Gender differences drivers according to Odean 2001 are confidence and risk averse.
The used interaction term here is Percent of female*Employment ties. The other interaction terms Percent
of female*Educational ties, other ties* Other ties shows negative and insignificant impact on the strength of
the relation between the cross firm social ties on the likelihood of deal completion. Look at table 5, model
6,7,8 and 9
19
20
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completion process difficult because the more percentage sought the more the deal will be
influential and that may cause more attention and reactions (Zhang & Ebbers, 2010). In
addition, the subsidiary variable got a positive sign but insignificant, and that could be
explained by claiming that negotiation process between the bidder and the subsidiary is
assumed to be more flexible and therefore completing the deal becomes easier (Dikova, 2010).
Additionally, the log Relative asset size has a positive and significant coefficient, which implies
that the smaller the target the more likelihood to the deal to successes, and vice versa. The
bidder board size also has a negative and significant coefficient which means a larger board
size a higher likelihood to deal being canceled. Besides the subsidiary variable, the Target
public, The bidder transaction number and profit efficiency also show insignificant
coefficients.
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Deal
Completion
Variable name

Expected
Relationship
21

Deal method of payment

+

Same industry

+

Subsidiary

+

Target public

-

Bidder transactions number

+

Percentage sought

-

Profit efficiency

+

Log Relative assets size

+

Bidder board size

?

Employment ties

+

Educational ties

+

Other ties

+

All ties

+

Constant
Observations
Log-likelihood
Pseudo R square
Wald Chi-square

Model 1
Control
only

Model 2
Model 3
Employment Educational
Ties
Ties

Model 4
Other Ties

Model 5
All Ties

1.586***
(0.190)
0.774**
(0.0930)
1.202
(0.166)
0.885
(0.140)
1.000
(0.00037)
0.821
(0.105)
1.000
(0.00063)
1.019*
(0.0112)
0.989
(0.00833)

1.605***
(0.193)
0.760**
(0.0917)
1.220
(0.169)
0.878
(0.139)
1.000
(0.000388)
0.806*
(0.104)
1.000
(0.000645)
1.019*
(0.0113)
0.982**
(0.00876)
1.009**
(0.00400)

1.546***
(0.187)
0.814*
(0.100)
1.184
(0.165)
0.923
(0.148)
1.000
(0.000378)
0.888
(0.117)
1.000
(0.000629)
1.018
(0.0111)
0.995
(0.00870)

1.582***
(0.190)
0.780**
(0.0941)
1.192
(0.165)
0.885
(0.140)
1.000
(0.000379)
0.826
(0.106)
1.000
(0.000636)
1.018*
(0.0112)
0.991
(0.00875)

1.581***
(0.190)
0.773**
(0.0929)
1.199
(0.166)
0.886
(0.140)
1.000
(0.000377)
0.819
(0.105)
1.000
(0.000636)
1.019*
(0.0112)
0.990
(0.00818)
0.987
(0.0175)

6.742***
6.831***
6.758***
(0.912)
(0.933)
(0.914)
3,551
3,551
3,551
-1296.027 -1289.9044 -1295.7845
0.0003
0.0000
0.0005
31.02
40.89
31.27
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

0.971***
(0.00767)
6.612***
(0.896)
3,551
-1267.5702
0.0000
40.54

Table 5 shows the results of logistic regression for five different models for the period between 1997and 2018.
The dependent variable for the all above model is the deal completion. * , ** and *** means the coefficient is
significant at the 10 %, 5% and 1% respectively. The robust standard errors of the estimated coefficients are
clustered at the firm level. This table contains four interaction term variables, one interaction term per model.
This interactions term try to test the effect of the gender of the linked director on the strength of the relation
between the cross-firm social ties and the likelihood of deal completion.
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Since this table presents the odds ratios, any value below 1 has a negative sign
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0.999
(0.00116)
6.707***
(0.907)
3,551
-1295.553
0.0006
31.02

Deal completion
Variable name
Female

Expected
Relationship
+

Deal method of payment

+

Same industry

+

Subsidiary

+

Target public

-

Bidder transactions number

+

Percentage sought

-

Profit efficiency

+

Log Relative assets size

+

Bidder Board size

?

Employment ties

+

Female 22× Employment ties

+

Educational ties

+

Female × Educational ties

+

Other ties

+

Female× Other ties

+

All ties

+

Female× All ties

+

Model 6
Employment ties

Model 7
Educational ties

Model 8
Other ties

Model 9
All ties

0.329***
(0.122)
1.577***
(0.189)
0.759**
(0.0913)
1.221
(0.170)
0.913
(0.146)
1.000
(0.000382)
0.819
(0.104)
1.000
(0.000634)
1.019*
(0.0114)
0.983*
(0.00885)
1.008*
(0.00478)
1.017
(0.0140)

0.743
(0.229)
1.570***
(0.188)
0.776**
(0.0935)
1.201
(0.166)
0.904
(0.144)
0.999
(0.000369)
0.823
(0.105)
1.000
(0.000636)
1.018*
(0.0112)
0.992
(0.00813)

1.075
(0.382)
1.548***
(0.188)
0.821
(0.101)
1.195
(0.167)
0.922
(0.148)
0.999
(0.000377)
0.884
(0.117)
1.000
(0.000635)
1.018
(0.0112)
0.995
(0.00882)

0.600
(0.204)
1.571***
(0.188)
0.779**
(0.0939)
1.195
(0.165)
0.900
(0.143)
0.999
(0.000375)
0.830
(0.106)
1.000
(0.000629)
1.019*
(0.0113)
0.992
(0.00881)

0.939
(0.0475)
0.9389714
(0.0474808)

0.959***
(0.0152)
1.024
(0.0170)

Constant

6.861***
(0.939)

6.720***
(0.909)

6.614***
(0.897)

Observations
Log-likelihood
Pseudo R square
Wald Chi-square

3,551
-1286.104
0.0000
50.64

3,551
-1294.231
0.0007
33.88

3,551
-1265.1014
0.0000
51.15

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

0.998
(0.00120)
1.004
(0.00270)
6.750***
(0.914)
3,551
-1294.2097
0.0004
35.14

Table 5 shows the results of logistic regression for five different models for the period between 1997and 20018.
The dependent variable for the all above model is the deal completion. * , ** and *** means the coefficient is
significant at the 10 %, 5% and 1% respectively. The robust standard errors of the estimated coefficients are
clustered at the firm level. This table contains four interaction term variables, one interaction term per model.
This interactions term try to test the effect of the gender of the linked director on the strength of the relation
between the cross-firm social ties and the likelihood of deal completion.

Where Female is a dummy variable equals to 1 if the bidder has high number of connected female directors
and 0 otherwise.

22
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4.4 Robustness checks

In this part, one additional test will apply in order to examine the robustness of the results. The
new proxy measures the average percentage of the existence cross-firm social ties to the total
of possible cross-firm social ties. Alternatively stated, if the board size in the bidder is 8 and
the board size of the target is 8, that implies there are 8*8 =64 possible cross-firm social ties.
In the case of 10 actual cross-firm social ties, that means the average connection between the
target and the bidder is 10/64 = 15.56 %. Actually, the main proxy that has been chosen to
measure the cross-firm social ties ( number of connections) does not account to the size of the
board for bidder and target firms, despite the fact that a larger board with more directors would
be able to have more ties. And the reason behind not accounting for the board size in the main
proxy, because in order to correct to the board size 23, another proxy must be used which is the
percentage of the cross-firm social ties that explained above, and this measure has one small
limitation. In fact, the percentage proxy neglects that one director might be connected to the
same directors two times, for instance, two directors might be worked together at two different
firms, or they attend the two educational programs at two different schools. Therefore if the
percentage proxy is chosen, there a possibility to get a value higher than 1 which is not possible
since the value of this variable must vary just between 0 and 1. Regardless of the disadvantage
of this measure but it can be used to measure the accuracy of the results. Thereafter, The results
of this additional test are presented in table 6.
In the robustness check test, the result for the effect of employment ties on the likelihood of
deal completion also is positive and significant. However, the coefficient for the robustness
check variable is quite large (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 2.269, 𝑝𝑝 < 0.1 ). Basically, it is normal to be the
interpretation of the robustness check proxy different because this variable in percentage form

which it is also continues variable, while the main proxy that used to measure the cross-firm

social ties is contained integer values. The new measure for the educational ties shows also a
negative and insignificant coefficient (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 0.0131, 𝑝𝑝 > 0.1 ). Similarity, the new
measure of the other ties also reports the same as the main measure reported, negative and
significant results, except the magnitude of the coefficient, is different (𝑂𝑂𝑂𝑂𝑂𝑂 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 =

0.0131, 𝑝𝑝 > 0.1 ). Thus, the robustness check test assures that the findings of this paper are
consistent because the P-value of the models 10,11,12 and 13 are roughly the same as model

2, 3,4 and 5. In addition, examining the effect of the female directors on the likelihood of the

The problem of this proxy has been solved by including the size of the board of directors as an independent
variable.
23
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deal completion using the new proxy lead to the same results. The difference between male
social ties and female social ties have no influence on the deal final state. In other words, it
does not matter what is the gender of the linked director in the bidder firm, the impact of the
cross-firm social ties on the likelihood of the deal completion will not be affected because the
interaction terms in the four model ( 13, 14, 15, and 16, table 7 ) have insignificant coefficients.

Deal completion
Variable name

Expected
relationship

Deal method of payment

+

Same industry

+

Subsidiary

+

Target public

-

Bidder transactions number

+

Percentage sought

-

Profit efficiency

+

Log Relative assets size

+

Bidder board size

?

Employment ties percentage

+

Educational ties percentage

+

Other ties percentage

+

All ties percentage

+

Constant
Observations
Log-likelihood
Pseudo R square
Wald Chi-square

Model 10
Employment ties
Percentage

Model 11
Educational ties
Percentage

Model 12
Other ties
Percentage

Model 13
All ties
Percentage

1.619***
(0.195)
0.771**
(0.0929)
1.201
(0.166)
0.865
(0.137)
1.000
(0.000386)
0.806*
(0.104)
1.000
(0.000646)
1.019*
(0.0111)
0.986
(0.00852)
2.629**
(1.223)

1.577***
(0.189)
0.772**
(0.0927)
1.198
(0.166)
0.890
(0.141)
1.000
(0.000377)
0.822
(0.106)
1.000
(0.000619)
1.019*
(0.0113)
0.990
(0.00827)

1.524***
(0.186)
0.817
(0.101)
1.207
(0.168)
0.953
(0.154)
1.000
(0.000378)
0.912
(0.121)
1.000
(0.000596)
1.019*
(0.0115)
0.991
(0.00855)

1.549***
(0.187)
0.779**
(0.0935)
1.206
(0.167)
0.904
(0.143)
0.999
(0.000376)
0.842
(0.108)
1.000
(0.000630)
1.019*
(0.0114)
0.991
(0.00843)

0.0131
(0.0470)

0.0337***
(0.0293)

6.681***
(0.903)

6.774***
(0.917)

6.708***
(0.913)

0.728**
(0.102)
6.798***
(0.923)

3,551
-1292.1096
0.0000
37.57

3,551
-1295.2123
0.0004
32.05

3,551
-1261.7235
0.0000
40.59

3,551
-1293.8468
0.0001
36.50

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Table 6 shows the results of logistic regression for five different models for the period between 1997and 20018.
The dependent variable for the all above model is the deal completion. * , ** and *** means the coefficient is
significant at the 10 %, 5% and 1% respectively. The robust standard errors of the estimated coefficients are
clustered at the firm level. This table contains the results for the robustness check. The difference between table
4 and table 6 is that is table 6 there is a new proxy that measures the cross-firm social ties. This new variable
calculated by dividing the number of connections to the possible connections.
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Variable name
Female
Deal method of payment
Same industry
Subsidiary
Target public
Bidder transactions number
Initial stake
Profit efficiency
Log Relative assets size
Bidder board size
Employment ties percentage
Female*Employment ties percentage
Educational ties percentage

Model 14
Employment ties
percentage
0.435*
(0.199)
1.602***
(0.192)
0.773**
(0.0933)
1.197
(0.166)
0.880
(0.141)
1.000
(0.000381)
0.812
(0.104)
1.000
(0.000643)
1.018*
(0.0110)
0.989
(0.00880)
2.963*
(1.884)
2.191
(3.380)

Female*Educational ties percentage
Other ties percentage

Deal completion
Model 15
Educational ties
percentage

Model 16
Other ties
percentage

Model 17
All ties
percentage

0.761
(0.240)
1.569***
(0.188)
0.775**
(0.0932)
1.200
(0.166)
0.903
(0.143)
0.999
(0.000372)
0.831
(0.107)
1.000
(0.000637)
1.018*
(0.0112)
0.991
(0.00833)

1.425
(0.551)
1.539***
(0.188)
0.820
(0.101)
1.210
(0.169)
0.943
(0.152)
1.000
(0.000381)
0.905
(0.120)
1.000
(0.000606)
1.019*
(0.0115)
0.990
(0.00866)

1.010
(0.433)
1.548***
(0.187)
0.778**
(0.0935)
1.207
(0.167)
0.906
(0.143)
0.999
(0.000377)
0.842
(0.108)
1.000
(0.000629)
1.019*
(0.0114)
0.991
(0.00863)

0.025
(0.0258)
2.433
(3.511)

Female*Other ties percentage

0.0238***
(0.0294)
1.972
(3.376)

Constant

6.653***
(0.898)

6.741***
(0.911)

6.696***
(0.913)

0.750*
(0.123)
0.896
(0.333)
6.800***
(0.923)

Observations
Log-likelihood
Pseudo R square
Wald Chi-square

3,551
-1289.997
0.0000
41.32

3,551
-1293.669
0.0002
37.50

3,551
-1260.7794
0.0000
41.13

3,551
-1293.781
0.0002
37.27

All ties percentage
Female*All ties percentage

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Table 7 shows the results of logistic regression for five different models for the period between 1997 and 2018.
The dependent variable for the all above model is the deal completion. * , ** and *** means the coefficient is
significant at the 10 %, 5% and 1% respectively. The robust standard errors of the estimated coefficients are
clustered at the firm level. This table contains the results for the robustness check and the interaction terms.
The difference between table 5 and table 7 is that in table 7 there is a new proxy that measures the cross-firm
social ties. This new variable calculated by dividing the number of connections to the possible connections.
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Chapter 5 | Discussion

This chapter will discuss the results of the previous sections. The main aim of this paper is to
investigate the influence of the cross-firm social ties on the likelihood of European domestic
M&A deal completion. In the literature part, two hypotheses have been developed based on
prior researches. Hypothesis 1 expects that cross-firm social ties will increase the likelihood of
deal completion. Hypothesis 2 expects that when the gender of the connected director in the
bidder firm is female, the effect of the cross-firm social ties on the likelihood of deal completion
would be positive.
The findings of the main analysis show that cross-firm social ties have a significant and positive
effect on the likelihood of deal completion if the ties are employment ties. On the contrary, the
analysis shows that the other kind of ties has a negative and significant effect on the likelihood
of deal completion. In other words, in the employment ties context, when the directors
connections between the bidder and target firm are extensive, that leads to an increase in the
likelihood that the announced deal will be completed. These findings are in line with previous
researches suggesting that connected directors would impact the final deal state positively
(Renneboog & Zhao 2014; Cai & Sevilir 2012). Alternatively stated, connected directors can
gather private information about the prospective target. Therefore, this information would
allow the management team in the bidder firm to discover the potential target closely and make
a proper estimation to the synergies (Subrahmanyam, 2008).
Moreover, having prior linkages between the two deal parties would enhance the understanding
of the other firm operations and cultures, which results in a faster deal completion (Schonlau
& Singh, 2009). Also, a possible explanation for these results is that connected managers would
help the bidder firm to reduce the cost, time and firm resources. Therefore these connections
help the firm to choose the best target option. So, if a bidder firm has already made a proper
estimation and analyzed the target before the announcement date, that would increase the
probability for the announced deal to be completed. Consequentially, any unannounced deal
might be because the management team realizes, after getting the private information about the
target from the connected directors' channel, that this target is not suitable to their businesses.
Thus, this target is deleted from the bidder searching list before it reaches to the announcement
stage.
Additionally, explaining these findings from the firm-level perspective would also be
beneficial and relevant to understand the results. Generally speaking, if the target and bidder
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firm share more pairs of connected directors, that would generate more private information
channels between the two entities. Therefore, these private information channels would reduce
serious problems such as information asymmetries and adverse selections. These issues exist,
to some extent, between two entities that are not well connected and therefore, there is a lack
of trust between the two entities. The trusted information advantage might effect the transaction
price, hence affect the deal final state. Therefore, because the bidder has private information
about the target, it enjoy the bargaining positions in deal negotiation as well as limit
competition from outside less-informed bidders. With respect to the size of the cross-firm
social ties, the impact is relatively small compared to the other factors that affect the final deal
state, such as the method of payment In other words, each tie would increase the likelihood of
deal completion by roughly 0.9%, while the cash financed deal would increase the likelihood
of deal completion by 50 %. That means that every deal needs to obtain around 55 Employment
cross-firm social ties to allow the social ties to have the same impact as the paying in cash to
the target with all other things held constant.
Interestingly, this study also includes another sort of ties such as the educational and private
tie (Other ties). The results for this new kind of ties were utterly different. Specifically, if two
directors are connected through their educational institution, the likelihood of deal completion
would decrease, but the effect is insignificant. This result is inconsistent with the prior research
by Fracassi & Tate (2012). The reason is that they treated the educational ties as the
employment ties and assumed these ties would have the same impact as the employment ties.
Therefore, a possible explanation might be that, either the effect of educational ties have not
been measured in a proper way due to the fact that this study has just a few numbers of
educational ties. Also can be the fact that educational ties actually do not help firms to obtain
valuable private information and therefore do not help the deal to be completed. However, in
either case, the effect is insignificant. Concerning the other kind of ties, which is the private
ties ( other ties ), the findings of this study suggest that these ties would decrease the likelihood
of deal completion. Actually, to the best of my knowledge, prior research did not study the
impact of this kind of ties on the likelihood of deal completion. However, Kitching (1967)
refers to two main approaches that directors follow when they search about targets firm. They
either jump on any opportunity that might arise when they are making contact with their
linkages, "Golf course approach". Also, they build their decision depending on value-creation
logic by taking into account the overall corporate strategy. Thus, following Golf course
approach depends, to some extent, on the private ties that have been generated between the
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directors outside the employment and educational contexts. Since Golf approach might not
follow the bidder strategy as well as the value-creating logic, it is going to be a decreasing
value approach. So, private ties (other ties) that might be private information channels between
the two entities, the collected information is incorrect, which result in deal cancellation. This
is because either these ties convey incorrect information about the target ex-ante the
announcement date, and when the management team starts to negotiate with the target postante the announcement date. In addition, the negative impact can be explained by assuming
that the more cross-firm social ties, the less need for information gathering for monitoring
purposes.
Furthermore, this study also investigated whether the gender of the linked director in the bidder
firm moderates the effect of employment cross-firm social ties on the likelihood of deal
completion. The results of the main analysis show no significant effects for the interaction
variable. That means the gender of the linked director in the bidder firm does not moderate the
effect of the employment cross-firm social ties on the likelihood of deal completion. That
contradicts with the previous researches, which suggested that women are likely to be less
acquisitive (Levi & Zhang, 2014). The reasons for this phenomena are many. For instance,
women are less confident compared to men in terms of the managerial decision and women are
less optimistic. Therefore, they have less favourable expectations about the future, which
results in using a high discount factor when they evaluate the target. Thus, these reasons would
make the contribution of the linked female directors to the deal positive. This is because a
female director will carefully choose the announced day before it is announced. Consequently,
if the deal is announced, that increases its likelihood to be completed. However, the results of
this study suggest that the gender of the linked director in the bidder firm would not have any
effect on influence of the cross-firm social ties on the likelihood of deal completion. Therefore,
hypothesis 2 cannot be accepted.

Chapter 6 | Conclusion

With a rapid increase in the number of M&A transactions in the last decades, a high percentage
of these deals relatively fail before completion. Poor communication between the target and
the bidder, and the negotiation errors are considered as the most critical factors that allow deals
to fail. So, since the M&A is relationship business, relations between the directors across firms
might be beneficial in the M&A market (Renneboog & Zhao 2014; Cai & Sevilir 2012). Also,
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it is well known that directors for multinational firms are connected in many ways. They might
even follow the same educational program, or they have shared interests, for instance, playing
golf at the same club (Fracassi & Tate, 2012). Therefore, having connected directors might
enrich the firm calls in terms of M&A deals. Those connected directors might be able to provide
costly and private information from their networks to firm management. Thus, having prior
linkages between the target and the bidder will increase each part's knowledge and thus
enhances the understanding of the other firm operations and culture. This advantage would
result in a faster deal completion, and it is expected to affect the integration process positively
(Schonlau & Singh, 2009). This study enriches the existing literature by concentrating on a
phenomenon that is neglected by much international business literature: the failure to complete
an announced M&A transaction. To be more precise, this study investigates the effect of the
cross-firm social ties on the likelihood of M&A deal completion and the moderating effect of
the gender of the linked director on this relationship.
The results of the logistic regression analysis show that employment cross-firm social ties has
a positive effect on the likelihood of deal completion. On the contrary, the other ties have a
negative effect on the likelihood of deal completion. In the context of employment ties, the
results correspond to the prior research suggesting that cross-firm social ties between the bidder
and that target firm have a positive influence (Renneboog & Zhao 2014; Cai & Sevilir 2012).
This finding could be explained by the ability of the connected directors to be trusted by other
part and therefore might able to reach for private information about the target firm. Hence, this
information would help the bidder firm management to realize whether the target firm is worth
to be acquired. If that is the case, then the announced deal would be more likely to be completed
because the private information through the cross-firm social ties minimizes the errors in the
negotiations phase. At the firm level, if the target and bidder firm have more shared pairs of
connected directors that would generate more private information channels between the two
entities. Therefore, these private information channels would reduce serious problems such as
information asymmetries and adverse selections. These issues would exist, to some extent,
between two entities that are not well connected. In terms of other cross-firm social ties, the
results indicate that this kind of ties has a negative impact on the likelihood of deal completion.
The reason behind that might be due to the strategy that directors follow the "Golf course
approach" which allows directors to jump in any opportunity. Golf approach might not follow
the bidder strategy as well as the value-creating logic but rather the value-decreasing approach.
Concerning the gender effect, the hypothesized differences between the female director and
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male director do not play a significant role in the strength of the relation between the crossfirm social ties and the likelihood of deal completion.
This study contributes to the literature by providing a piece of evidence about the impact of the
cross-firm social ties during the public takeovers. Thereby, this study tries to highlight the role
of the well-connected director on the M&A market as well as differentiate between the impact
of three sorts of ties. On top of that, this study is one of the first studies that investigate the
impact of the cross-firm social ties on the likelihood of deal completion using data from a
European firm. Also, this study carries some managerial implications by drawing attention
about the importance of the directors with a rich social network. Those desirable managers
might be considered as social capital to the firm. This is because they can help the management
team by providing valuable information about the particular target to help complete the deal
without financial loss or unneeded frustrations. Additionally, the difference between connected
director in term of gender does not have any significant effect on cross-firm social ties impact.
Therefore, connected male director and connected female director have relatively the same
impact on the deal final state.

Chapter 7 | Limitations

There are some limitations in this study which provides an opportunity for further research.
Firstly, this study has chosen a new proxy to measure the cross-firm social ties, which are the
number of social connections between the two firms. Although the results appeared to be robust
when a more failure proxy has been used, no study has used the number of connection measure
deployed. Secondly, the drawn conclusion about Educational ties might be not true because of
just 1 per cent of the total ties composite Educational ties. I, as a result of this, recommend that
further studies should focus more on this kind of social ties. Thirdly, due to lack of data
availability in BoardEx database, this study had 292 deals that have socially connected parties
as against 3258 deals that lack the socially connected parties. Fourthly, this study includes the
cross-firm social ties solely between the two boards of directors, for the bidder and the target.
Which implies cross-firm social ties between other positions in the two parties are neglected,
such as CFO, CEO, chairman, departmental managers etc. So, further study can take into
account the cross-firm ties between individuals other than the board of director, and examine
whether these results hold up. Fifthly, this thesis uses samples of deals that are initiated in the
Eurozone, and it assumes that these transactions are domestic deals. This assumption is
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relatively strong because the social distance differences between the European countries might
also affect the final deal status. According to Weber et al (1996), the differences between firms,
in terms of national culture, might be able to explain some critical factors that affect the final
deal state. Some examples of these factors are attitude and cooperation. Finally, due to the lack
of data availability, this study ignores the role of an international financial advisor. The
intermediation role for the international financial advisor could facilitate the negotiation during
the public takeover phase (Zhang et al, 2011). Hence, another recommendation for further
research is to control for effect of the international financial advisor role in the deal success.
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 � 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐� = 𝛼𝛼 + 𝛽𝛽1 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 + 𝛽𝛽2 𝑀𝑀𝑀𝑀𝑀𝑀ℎ𝑜𝑜𝑜𝑜 𝑜𝑜𝑜𝑜 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝
+𝛽𝛽3 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑟𝑟𝑦𝑦 + 𝛽𝛽4 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽5 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 +
𝛽𝛽6 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠ℎ𝑡𝑡 + 𝛽𝛽7 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝛽𝛽8 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 +
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 � 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐� = 𝛼𝛼 + 𝛽𝛽1 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 + 𝛽𝛽2 𝑀𝑀𝑀𝑀𝑀𝑀ℎ𝑜𝑜𝑜𝑜 𝑜𝑜𝑜𝑜 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝
+𝛽𝛽3 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖 + 𝛽𝛽4 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽5 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 +

52
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𝛽𝛽6 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠ℎ𝑡𝑡 + 𝛽𝛽7 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝛽𝛽8 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 +
𝛽𝛽9 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 + 𝛽𝛽10 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑜𝑜𝑜𝑜 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏 + 𝜀𝜀
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+𝛽𝛽3 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖 + 𝛽𝛽4 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽5 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 +
𝛽𝛽6 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠ℎ𝑡𝑡 + 𝛽𝛽7 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝛽𝛽8 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 +

𝛽𝛽9 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 + 𝛽𝛽10 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑜𝑜𝑜𝑜 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏 + 𝛽𝛽11 𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑒𝑒
𝛽𝛽12 𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝑙𝑙𝑙𝑙 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 ∗ 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 + 𝜀𝜀
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Appendix B

Tabulation of Deal state for the selected samples
Deal state
Frequency

Percent

Withdrawal

474

13.19%

Completed

3119

86.81%

Total

3593

100%

Appendix C

Tabulation of Bidder country
Bidder Country
Austria
Belgium
Bulgaria
Croatia
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Norway
Poland
Portugal
Romania
Slovakia
Slovenia
Spain
Sweden
Switzerland
United Kingdom
Total

Frequency
66
95
53
36
18
20
77
6
57
546
307
97
14
1
33
215
1
12
31
2
122
6
230
43
60
7
19
193
261
11
954

Percent
1.84
2.64
1.47
1.00
0.50
0.56
2.14
0.17
1.59
15.20
8.54
2.70
0.39
0.03
0.92
5.98
0.03
0.33
0.86
0.06
3.40
0.17
6.40
1.20
1.67
0.19
0.53
5.37
7.26
0.31
26.55

Cum
1.84
4.48
5.96
6.96
7.46
8.02
10.16
10.33
11.91
27.11
35.65
38.35
38.74
38.77
39.69
45.67
45.70
46.03
46.90
46.95
50.35
50.51
56.92
58.11
59.78
59.98
60.51
65.88
73.14
73.45
100.00

3593

100.00

100.00
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Appendix D

Tabulation of Target country
Target Country
Austria
Belgium
Bulgaria
Croatia
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Norway
Poland
Portugal
Romania
Serbia
Slovakia
Slovenia
Spain
Sweden
Switzerland
United Kingdom
Total

Frequency
45
73
61
51
22
44
80
14
51
500
331
111
7
24
174
5
17
29
3
107
6
266
45
67
5
20
29
190
236
14
964
3593

Percent
1.25
2.03
1.70
1.42
0.61
1.23
2.23
0.39
1.42
13.92
9.22
3.09
0.19
0.67
4.85
0.14
0.47
0.81
0.08
2.98
0.17
7.41
1.25
1.87
0.14
0.56
0.81
5.29
6.57
0.39
26.84
100.00

Cum.
1.25
3.29
4.98
6.40
7.02
8.24
10.47
10.86
12.28
26.20
35.42
38.51
38.71
39.38
44.22
44.36
44.83
45.64
45.73
48.71
48.87
56.28
57.53
59.40
59.54
60.09
60.90
66.19
72.77
73.16
100.00
100.00
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