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Abstract

This study investigates how the rhythm of sequential acquisitions and divestments affects
long-term financial performance, and examines how board composition moderates this
relationship. Drawing on a temporal perspective in combination with agency theory, this
research examines the moderating role of board independence, board size, and CEO duality.
The analysis is based on fixed effects regression using panel data from 128 high-tech firms
over a 17 year period (2005-2021). It was hypothesized that firms following a regular rhythm
of sequential acquisitions and divestments would achieve higher performance due to reduced
managerial overload, increased absorption capacity, and enhanced learning from previous
experiences. Additionally, the effectiveness of a regular rhythm was expected to depend on
board composition. Where firms with stronger governance structures would better be able to
monitor and guide the individual decisions of acquisitions and divestments within this
sequence pattern. Therefore, it was expected that board composition moderates this
relationship in a way that firms with less agency problems are better able to benefit form this.
Although no statistically significant relationships were found, the results question the benefits
of regular rhythms which may enhance long-term financial performance in dynamic
environments. This highlights the need for a more nuanced view of regularity and how board
composition interacts with the temporal structuring of corporate restructuring activities such
as acquisitions and divestments. In Addition to traditional agency theory, future research
could benefit from different theories which assume more alignment between the board and the
CEQ, potentially offering alternative explanations for the role of board structures in shaping

strategic rhythms.
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Introduction

Introduction

This research examines the sequential patterns of acquisitions and divestments and its impact
on long-term financial performance. A current example illustrating the influence of sequential
acquisitions and divestments is Unilever’s ongoing restructuring strategy, the ’Growth Action
Plan”, which emphasizes portfolio simplification, operational efficiency and strategic
realignment (Unilever, 2024). In December 2023 Unilever acquired K18, a biotech haircare
brand (Unilever, 2023). Which was followed by the divestment of its ice cream division in
March 2024 (Unilever, 2024). During these actions, the board underwent changes, with the
CFO succeeding the CEO, and the appointment of an independent non-executive director to
strengthen governance (Reuters, 2025; Unilever, 2025). This gives a glance of how board

composition may guide and moderate the temporal patterns of acquisitions and divestments.

This research uses agency theory to shed light on temporal patterns of sequential acquisitions
and divestments. Acquisitions and divestments are seen as important activities to shift firms
boundaries (Bennett & Feldman, 2017). Where acquisitions are undertaken to extent the
corporate scope, by gaining market share, acquiring new technologies and creating economies
of scale (Aalbers et al., 2021; Haleblian et al., 2009). Divestments, in contrast, serve as an
opposing mechanism to free up managerial resources, increase absorption capacity and
enabling strategic realignment (McCarthy & Aalbers, 2024; Villalonga & McGahan, 2005).
Most of the academic research has focused on acquisitions and divestments separately,
threating them as isolated strategic events (Barkema & Schijven, 2008). However, research
has shown that 35 to 45 percent of the mergers and acquisitions (M&As) were divestitures of
previously acquired firms (Capron et al., 2001). This highlights the relevance to study these

two strategic change mechanisms in combination as sequential events.

Additionally, research has shown that temporal dynamics have been proven to be an
influential factor in driving long-term financial performance of acquisitions and alliances over
time (Blagoev et al., 2023; Keil et al., 2023; Kunisch et al., 2017; Shi et al., 2012). The same
applies to well-structured divestment programs (Brauer & Schimmer, 2010). While
acquisitions and divestments are different activities, their sequential order seem to play an
important role (Bennett & Feldman, 2017; Capron et al., 2001). However, there is a gap in
knowledge remaining how these sequential acquisitions and divestments in combination

influence long-term performance over time. By incorporating a temporal perspective this



research allows us to move beyond single events and connect the past, present and future
(Kunisch et al., 2017), since previous actions can predict future developments (Kunisch et al.,
2017). Blagoev et al. (2023) emphasize that firms who plan and execute the sequence, timing

and rhythm of strategic changes effectively achieve better financial performance.

Furthermore, board composition characteristics have been proven to influence strategic
decisions such as acquisitions and divestments (Klarner et al., 2023). Agency theory provides
a suitable lens for understanding how board composition can align CEO incentives with those
of shareholders (Datta et al., 2020; Klarner et al., 2023). For example, board independence
can enable the on time divestiture of underperforming units (Shimizu & Hitt, 2005). Also,
when board size increases, boards can make more use of diverse expertise and handle
complex information; however, too large boards may risk stagnation and slower decision
making (Kretinin et al., 2020; Lehn et al., 2009). Additionally, CEO duality, where the CEO
also serves as the board chair may consolidate decision making, but may risk self serving
objectives (Datta et al., 2020). However, existing research has examined how board
composition impact scope changes such as acquisitions and divestments in isolation (Klarner
et al., 2023), yet there has no research been done on how board composition shapes the
temporal patterns of sequential acquisitions and divestments over time (Klarner et al., 2023),

which addresses the second research gap of this research.

To solve these theoretical gaps, this research investigates how sequential patterns of
acquisitions and divestments impact long-term financial performance and how board
composition moderates this relationship. By adopting a temporal perspective, this research
moves beyond single events and examines the dynamics of multiple changes over time. Since
firms who strategically plan and execute the sequence, timing and rhythm of multiple changes
over time, are more likely to achieve superior financial performance (Blagoev et al., 2023;
Kunisch et al., 2017; Zhang et al., 2025). This research also seeks to offer practical
recommendations for managers, by providing insights how boards can most effectively be
composed to engage in temporal patterns of sequential acquisitions and divestments and

increase long-term financial performance.



Objective and research question

The objective of this research is to examine how the sequential patterns of acquisitions and
divestments over time influence long-term financial performance. More precisely, from an
agency theory perspective this research will examine how board composition characteristics
shape this relationship. Therefore this research is looking to answer the following sub-

questions:
1: What are sequences of strategic events in terms of acquisitions and divestments?
2: What is board composition and what is their role on firm performance?

3: How do different sequence patterns of acquisitions and divestments influence long-

term financial performance?

Taken together this research seeks to find an answer on the following main question of this

research.

How do the sequential patterns of acquisitions and divestments impact long-term financial

performance, and to what extent does board composition moderate this relationship?



To answer this research question, the following conceptual model has been developed,

consisting of the central concepts and hypotheses which will be tested.

Board composition

Board independence

Board size
CEO duality
H2
Sequence pattern H3
H4
Acquisition & Divestment H [ Financial verformance
Rhythm I P

» Firm size

» Firm age

* Acquisition experience
» Divestment experience
* Acquisition relatedness
» Divestment relatedness
» Board gender diversity
* CEO tenure

Figure 1: Conceptual model

Outline

This research will follow a structured approach. First, this research will start with the
literature review, where it will discuss the theoretical foundation of this research, followed by
relevant constructs for the development of the hypotheses. Next, the methodology section will
discuss the operationalization of the constructs, how the data will be gathered from multiple
sources, and which method of analysis will be used. Finally, the results, discussion, theoretical
and practical contributions, limitations and future research, and finally the conclusion will be

discussed.



Literature review

Agency theory

This research uses agency theory to shed light on the effect of sequence patterns of
acquisitions and divestments on long-term financial performance. Agency theory emphasizes
the principal-agent relationship, where the principal, for example shareholders, delegate
decision-making authority to an agent, for example a CEO. This often results in conflicts of
interest due to differing objectives and asymmetric information between the principal and the
agent (Eisenhardt, 1989). These conflicts, commonly referred to as agency problems, can
result in agency costs, which are inefficiencies that arise when agents act in their own interest

rather than maximizing shareholder value.

In corporate governance, agency theory is commonly applied to study executive decision-
making, incentive structures and organizational control mechanisms (Bosse & Phillips, 2016).
Agency theory has been widely used in corporate strategy research, particularly in the domain
of acquisitions, alliances, and divestitures (Klarner et al., 2023). Studies for example have
examined how board composition, managerial incentives, and ownership structures influence
firm boundaries through acquisitions, alliances and divestments (Villalonga & McGahan,
2005). The theory is often used to explain why managers might pursue acquisitions for
personal gains, such as increased power, prestige or compensation, even when such moves
may not align with shareholder interests (Datta et al., 2009). Research also suggests that
strong corporate governance mechanisms, such as independent boards, can mitigate agency
problems by aligning managerial decisions with shareholder value (Datta et al., 2020).
Therefore, agency theory provides insights into how acquisition and divestiture strategies
affect financial performance. It suggests that managers with high levels of discretion and
weak oversight may engage in acquisitions that do not necessarily create shareholder value
but instead serve their own interests (Datta et al., 2020). However, when effective governance
structures and incentive mechanisms are in place, acquisitions and divestments are more
likely to contribute positively to firm performance (Klarner et al., 2023). By understanding
agency theory we can provide a theoretical basis for analyzing how CEO’s and boards
influence acquisitions and divestments. While agency theory has been widely used to analyze
individual acquisitions and divestments, there is a lack of research of a temporal dimension to
these strategic activities (Klarner et al., 2023). Most studies focus on isolated transactions, yet

firms engage in multiple strategic actions over time, forming patterns of acquisitions and
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divestments rather than singular events (Barkema & Schijven, 2008). Thus by integrating a
temporal perspective in combination with agency theory we can move beyond isolated
transactions to examine how the sequence patterns of acquisitions and divestments affect firm
performance (Blagoev et al., 2023) and how CEQO’s and boards, as key decision-makers,
influence these temporal dimensions and influence long-term financial performance (Klarner

et al., 2023).

Temporal perspective

This research adopts a temporal perspective. A temporal perspective refers to how strategic
activities are organized across time to enhance a firm’s long-term success (Zhang et al., 2023).
Shi & Prescott (2012) define a temporal perspective in the context of corporate mergers and
acquisitions and alliances as the examination of the rhythm, synchronization and sequence of
strategic initiatives over time. While most studies on organizational change have focused on
single change events, there has been an increasing interest in adopting a temporal perspective
into M&A and alliance research (Shi et al., 2012). By applying a temporal perspective allows
us to use time related concepts such as timing, pacing, rhythm, and sequence to generate
innovative insights about managerial and organizational phenomena, particularly in strategic
decision-making (Blagoev et al., 2023). Therefore, applying a temporal perspective to M&A
activities can help us understand how firms should and do effectively manage, structure and
optimize different strategic initiatives over time (Shi & Prescott, 2012). Kunisch et al. (2017)
make the distinction in time and strategic change activities between single strategic change
episodes and multiple strategic change episodes. They emphasize that the adoption of a
temporal perspective can significantly enhance our understanding of strategic change,
particularly in context where firms engage in multiple strategic actions rather than isolated
events. Kunisch et al., (2017) identify key temporal markers, which are sequence, frequency
and rhythm, which influence long-term strategic outcomes. This aligns with a temporal

perspective according to Shi & Prescott (2012).

Another critical aspect of temporal structuring is the role of decision-makers, particularly
CEO’s and top management teams (Kunisch et al., 2017; Zhang et al., 2025). Blagoev et
al.,(2023) highlight that firms who carefully plan and execute sequence, timing, and rhythm of
strategic change tend to achieve better financial outcomes. This suggests that board
composition may significantly influence how temporal dimensions of strategic change are
managed (Kunisch et al., 2017). CEOs and top management act as change agents by having

control over firm resources and shaping strategic decisions such as acquisitions and
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divestments (Klarner et al., 2023). Consequently, their temporal orientations and decision-
making frameworks directly impact the rhythm, synchronization and sequence of acquisitions
and divestments (Huy, 2001; Zhang et al., 2025). Additionally, firms whose CEO’s carefully
align their strategic decisions with their temporal focus tend to experience better financial
performance and more successful M&A outcomes (Desjardine & Shi, 2021). This reinforces
the argument that applying a temporal perspective to strategic change leads to more effective
planning and execution, ensuring that acquisitions and divestments are structured optimally
over time. In the light of these insights, it becomes essential to investigate how board
composition influence the temporal dynamics of change activities such as acquisitions and
divestments. By applying a temporal lens, this research seeks to deepen our understanding of
how firms structure strategic changes over time and how decision-makers shape the temporal

patterns of these strategic actions.

Acquisitions

Acquisitions are defined as corporate transactions in which one company purchases another to
expand its operations, gain market share, or acquire strategic resources (Haleblian et al.,
2009). Acquisitions are undertaken to extent the corporate scope, create economies of scale,
access to new markets, increase innovation and create synergies (Aalbers et al., 2021;
Haleblian et al., 2009). However, according to Aalbers et al. (2021) acquisitions incorporate a
high level of risk. Yet this high level of risk does not account for all acquisitions, which
depends on its motives (Aalbers et al., 2021). For example, engaging in acquisitions focused
on exploitation to create synergies tend to have a more positive effect than acquisitions
focusing on pure exploration, such as those intended to gain market share. Also acquisitions
come with high levels of integration challenges, which increases chances of failure (Haleblian
et al., 2009). However, relatedness reduces these uncertainties (Aalbers et al., 2021). Since
acquirers in related industries are better able to estimate synergies, limit over paying and
decrease information asymmetry. While acquisitions are commonly undertaken with the
incentive of positive financial and strategic outcomes, the majority indicate neutral or
negative effects (Haleblian et al., 2009). Additionally, temporal dynamics of acquisitions seem
to play a significant role in determining their impact on financial performance (Keil et al.,
2023; Zhang et al., 2023). Therefore, the incorporation of a temporal perspective on research

to acquisitions seems to be a fruitful perspective.
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Divestments

According to Brauer et al., (2010), divestments refer to strategic actions through which
companies modify their ownership structure and reduce the scope of its business portfolio. In
general, divestments are seen as the opposite of acquisitions, where they involve the planned
sell-off of tangible or intangible assets of a business unit (Amiri et al., 2020). These
transactions enable firms to refine their business portfolios by selling underperforming or
non-core assets (Amiri et al., 2020). This aligns with Villalonga & McGahan (2005) who
emphasize that divestments serve as a proactive tool for strategic realignment, leading to
efficient corporate restructuring. Divestitures also serve as a tool to free up managerial
attention and create corporate focus (McCarthy & Aalbers, 2024). Compared to acquisitions,
there has been less research done to divestments (Brauer, 2006). However, corporate
governance literature has emphasized the role of governance structures in pursuing divestment
decisions. According to Kolev (2016), corporate governance mechanisms influence
managerial discretion and the likelihood of implementing divestments, since these decisions
often entail cognitive dissonance for managers who might be reluctant to admit past mistakes
(Kolev, 2016). Agency theory suggests that governance structures such as the presence of
independent directors or new CEO’s may be more willing to engage in divestments that
enhance shareholder value (Feldman, 2014; Kolev, 2016). From a strategic management
perspective, divestments have been used as a tool for maintaining competitive advantage
(Brauer, 2006). The literature has suggested several explanations for divestitures. For
example, the correction of a mistake (Amiri et al., 2020), where firms get divested due to poor
performance or strategic misalignment. Another reason for firms to divest is to refocus on

their core competencies and get rid of unrelated business segments (Brauer,2006).

Undertaking divestments also increase absorption capacity for innovations (McCarthy &
Aalbers, 2024). The performance effects of divestments have been debated extensively in the
literature. A substantial body of research confirms that divestments contribute positively to
firm performance by enhancing operational efficiencies, improving resource allocation,

refocusing and strengthening financial outcomes (Amiri et al., 2020; Brauer, 2006).

Especially firms engaging in strategically planned divestitures, rather than isolated
transactions, tend experience significant long-term financial performance improvements
(Brauer & Schimmer, 2010; Lee & Madhavan, 2010). This reinforces the argument to study
divestitures from a temporal perspective rather than single events. Brauer et al. (2010)

emphasize that firms with stronger governance mechanisms tend to experience better post-
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divestiture performance, which aligns with Kolev (2016), who suggest that board structures
and executives play a critical role in determining whether divestments lead to improved firm
value. By analyzing divestments from a temporal perspective in combination with agency
theory, this research aims to provide a deeper understanding how board composition drives

successful divestiture strategies and how this influences long-term financial performance.

Sequences of acquisitions and divestments

A sequence is defined as the temporal order of strategic change activities (Kunisch et al.,
2017). This means that a sequence is an ordered set of different activities over time (Zhang et
al., 2023). In this research a sequence refers to the ordered set of acquisitions and divestments.
Divestments and acquisitions represent corporate restructuring tools (Brauer, 2006; Capron et
al., 2001). Acquisitions and divestments are often seen as opposite actions (Amiri et al.,
2020). Instead, they can be seen as sequential activities. Since research has shown that about
35 to 45 percent of reported M&As were divestitures of previously-acquired units by other
firms (Capron et al., 2001). For example, engaging in acquisitions and subsequently divesting
may allow firms to redeploy assets (Capron et al., 2001), where acquiring firms integrate
assets of the target and later divest redundant or underperforming parts of the initial target
firm. Which increases efficiency, creates synergies, reduces costs, and therefore improves
financial performance (Capron et al., 2001). The opposite sequence, divesting before
acquiring, may help the firm to free up resources such as capital and managerial attention for
future acquisitions (Bennett & Feldman, 2017; McCarthy & Aalbers, 2024). Since
acquisitions brings new knowledge, technologies, products and people. However, the
absorption capacity of firms is limited (McCarthy & Aalbers, 2024). Therefore, divesting
makes sure to make most efficient use of this absorption capacity (McCarthy & Aalbers,
2024) to increase firm performance. This highlights the relevance to study acquisitions and

divestments in combination as sequential activities.

Sequence patterns

Shi et al. (2011) define a sequence pattern as the set of acquisition and alliance choices over a
firm’s history. In this research it is refers to the set of acquisitions and divestment choices
over a firm’s history. Within a temporal perspective, strategic actions do not occur in isolation

but follow patterned actions of multiple activities that shape future decisions (Shi & Prescott,
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2011). Kunisch et al. (2017) identify three dimensions of temporal structuring: sequence,

frequency, and rhythm. This section focuses on sequences.

Shi and Prescott (2011) identify three main perspectives that address sequence patterns in
previous research. First, decision-making perspectives, these studies explored decision-
making, examining isolated choices between alliances and acquisitions, without considering
their cumulative effects over time. Secondly, the real options perspective, these studies
consider alliances and acquisitions as interdependent strategic moves, where each action
builds upon previous decisions. Lastly, evolutionary economics and learning perspective,
which emphasizes how firms learn from past strategic actions, demonstrating the role of
learning and consequently the development of alliance and acquisition capabilities. These
perspectives have proven the importance of sequences, yet not investigated sequences patterns
over a firm’s history, which is important since past events can predict future developments

(Kunisch et al., 2017).

Using cluster analysis, Shi and Prescott (2011) found 7 different clusters with 3 meta
sequence patterns with different performance implications. The meta sequence patterns are
predictable, unpredictable, and non-players. They found that predictable sequence patterns
experience better performance than unpredictable sequence patterns, which is in line with
other researchers applying temporal roles (Laamanen & Keil, 2008; Prescott & Shi, 2008;
Vermeulen & Barkema, 2002). While previous research has primarily examined the sequence
patterns of acquisitions and alliances, a significant gap remains in understanding the interplay
between acquisitions and divestments over time. Having discussed the reasons why
divestments may occur before acquiring and vice versa in the previous section. There is a gap
between connecting the past, present, and future of the sequential patterns of acquisitions and
divestments in combination. Since each of them has been proven to favor from well-planned
strategies over time (Brauer & Schimmer, 2010; Shi & Prescott, 2011). This research will fill
this gap by connecting the past, present and future of sequence patterns of acquisitions and

divestments, and examine its effect on long-term firm performance.

Rhythm and sequence patterns

By having discussed sequence patterns, which describe the order in which strategic activities
occur over time (Shi & Prescott, 2011). These activities are mapped along the time

continuum, which emphasizes their temporal nature (Kunisch et al., 2017). As discussed in the
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previous section, Shi and Prescott (2011) identified seven sequence patterns, grouped into
three meta-patterns: non-players (few or no deals), unpredictable (irregular activity) and
predictable (structured, consistent sequences). Their findings indicate that predictable
sequence patterns lead to better financial performance, while unpredictable sequence patterns
negatively impact performance. Using non-players as a benchmark, they demonstrated that
firms with structured and time consistent strategies outperform those without a structured and
time consistent strategy. These findings are in line with Vermeulen and Barkema (2002) and
Klarner and Raisch (2013) who found similar results for rhythm patterns. While sequence
patterns focus on the order of strategic activities, rhythm captures the timing and frequency of
these changes. Klarner and Raisch (2013) define rhythm as the timing of frequent change
activities in a specific period of time. Rhythm not only captures the number of changes in a
given period of time, but also the temporal patterns of those changes. Which means that
rhythm focusses on multiple changes and the temporal distance in time between them. Shi and
Prescott (2011) found that the predictability, which can be seen as rhythm (Vermeulen and
Barkema, 2002), of these sequential activities influence firm performance differently.
Therefore, the rhythm of strategic sequential activities plays a critical role in shaping long-
term financial performance, as firms that maintain a regular and predictable rhythm tend to
outperform firms who use an irregular and unpredictable rhythm (Klarner & Raisch, 2013;
Shi & Prescott, 2011, 2012; Vermeulen & Barkema, 2002). Building on this, this research
uses rhythm as a quantitative measure to examine how variations in board composition may
relate to the rhythm of sequential patterns of acquisitions and divestments and influence long-
term financial performance. Since sequential acquisitions and divestments may improve

performance when managed well (Bennett & Feldman, 2017; Capron et al., 2001).

Regular patterns and financial performance

Rhythm in strategic change refers to the frequency and timing of changes within a specific
period of time (Kunisch et al., 2017). It not only captures the number of changes, but also
their temporal patterns, emphasizing the intervals between change events and their

interconnections (Kunisch et al., 2017).

Research has shown that a regular rhythm is more effective than an irregular rhythm based on
several reasons (Klarner and Raisch, 2013; Shi and Prescott, 2012; Vermeulen and Barkema,

2002,). Regular rhythms balance the risks associated with excessively short or long periods of
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change. First, a regular rhythm of strategic change tends to have better financial performance
due to their ability to balance change and stability, which helps overcoming inertia, while
preventing information overload on scarce managerial attention (Batsakis et al., 2024; Fu et
al., 2024; Klarner & Raisch, 2013; Laamanen & Keil, 2008). Second, regular rhythms also
allow firms to absorb knowledge in a structured way, which enhances organizational learning,

which leads to improved decision-making (Batsakis et al., 2024; Shi & Prescott, 2012).

Conversely, Irregular strategic rhythms, characterized by inconsistent intervals between
change events can negatively impact performance. Since short distances between changes
increase the amount of information to process for managers which leads to information
overload (Vermeulen and Barkema, 2002), as well as not enough time to learn from past
experiences of acquisitions and divestments (Batsakis et al., 2024; Fu et al., 2024). However,
if the time between intervals is to long, firms will fall back on previous experiences and
routines, resulting in being stuck in old structures, cognitive paths, systems and cultures,
which leads to inertia (Vermeulen and Barkema, 2002). Therefore, firms that engage in
irregular rhythms can experience worse long-term financial performance than firms engaging
in regular sequence patterns of acquisitions and divestments. Therefore, the following

hypothesis will be tested.

Hypothesis 1: A regular rhythm of sequence patterns consisting of acquisitions and

divestments positively influences long-term financial performance.

Board composition and performance

Board composition can be defined as the attributes and structural elements which the
corporate board of directors has (Klarner et al., 2023). The corporate board consists of three
prominent participants: the CEQO, inside directors (executive directors) and outside directors
(elected by shareholders, also called independent directors) (Datta et al., 2020). Research has
studied board composition through multiple theoretical lenses (Klarner et al., 2023), two
widely used lenses are agency theory and stewardship theory. Through the lens of agency
theory firms are often characterized by agency problems, where directors may prioritize their
personal objectives over those of shareholders (Eisenhardt, 1989). Corporate boards seek to
resolve agency problems by effective supervisory of the CEO (Datta et al., 2009). The
strength of the boards supervisory ability will vary depending on its composition (Desai,

2016). In contrast, stewardship theory emphasizes contrary to agency theory, that CEOs are
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good stewards of the corporation and CEOs are not guided by individual goals but by
motives which align with those of shareholders (Datta et al., 2020). Following the logic of
Datta et al. (2020), who examined the impact of board composition on post-acquisition
performance from multiple theoretical perspectives, this research focuses on the board
composition attributes discussed from an agency theory perspective from this particular

research. Namely board independence, board size and CEO duality.

Board independence

Board independence is defined as the proportion of outside directors on the board (Datta et al.,
2020). Agency theory suggests that effectiveness of board monitoring is largely determined by
its level of independence since outside directors play a crucial role in mitigating CEO
opportunism and fostering more objective decision making, since they have to uphold their
reputation in corporate governance (Adams et al., 2010). Research has shown that a higher
ratio of outside directors positively relates to acquirer returns (Defrancq et al., 2021), since a
higher proportion of outside directors may prevent CEOs engaging in value destroying
acquisitions. Additionally, a higher proportion of independent directors increases the
likelihood of divesting a weak performing business unit, since they are less affected by past
decisions, and able to make more rational decisions (Shimizu & Hitt, 2005). Also, outside
directors may have an outside director’s position at a different firm which is called a board
interlock (Aalbers & Ma, 2023), which enhances learning and technological innovation by
leveraging networks through entering new and exit old technologies (Aalbers & Ma, 2023)

which can increase firm performance.

Board size

Board size is defined as the total number of members of the board (Datta et al., 2020).
According to agency theory, larger boards have a greater ability to gather, analyze and process
extensive information, enabling more effective oversight of strategic decisions (Lehn et al.,
2009). Research has shown that larger boards are positively associated with acquisition
performance, by having greater cumulative experience to monitor complex transactions like
acquisitions (Datta et al., 2020). Contrary, research has found that board size has an inverted
U-shape with internationalization (Kretinin et al., 2020), since as the size increases, individual
input of the directors may decrease, information flow will be limited, and reaching consensus
will be more difficult (Kretinin et al., 2020). However, research regarding the effect of board

size on divestments is limited (Klarner et al., 2023).
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CEO duality

CEOQ duality is defined by the situation when the CEO and board chair position are held by
the same individual (Quigley & Hambrick, 2012). This means that the CEO also has a chair
on the board, which gives the CEO power to manage the board agenda and discussion points
(Krause, 2017). Research has shown that CEO duality is positively associated with the choice
of engaging in acquisitions, since CEO’s have more power to engage in these transactions,
which may serve personal gains (Datta et al., 2009). This relationship is not found for
divestment likelihood (Praet, 2013). Yet CEO duality is not necessarily related to acquisition
performance (Klarner et al., 2023). Contrary, CEO duality has been proven to have a negative
effect on firm performance (Duru et al., 2016), since CEO duality might reduce firm

performance through managerial entrenchment in terms of agency problems.

The moderating role of board composition

Through the lens of agency theory, firms are often characterized by agency problems where
directors may prioritize their personal objectives over those of shareholders (Eisenhardt,
1989). To mitigate these problems, corporate boards are an important mechanism to align the
interest of directors with those of shareholders (Eisenhardt, 1989). While academic research
has shown that board composition influences individual acquisitions or divestments (Datta et
al., 2009; Shimizu & Hitt, 2005). There is limited understanding of how boards shape
multiple strategic actions of acquisitions and divestments over time (Klarner et al., 2023). Yet,
these actions sequentially contribute to effective corporate restructuring (Amiri et al., 2020).
Additionally, a temporal perspective emphasizes that the order and rhythm of these activities
affect long-term performance (Blagoev et al., 2023; Kunisch et al., 2017). However, the extent
how firms benefit from a regular rhythm of sequence patterns may depend on how effectively
boards monitor and guide the individual decisions of these acquisitions and divestments
within this sequence pattern. In this section the moderating role of the previous discussed
board composition attributes will be discussed to examine their effect on the sequential

patterns of acquisitions and divestments.
Board independence

Board independence is defined as the proportion of outside directors on the board (Datta et al.,
2020). In line with agency theory, a higher proportion of outside directors can enhance the
boards monitoring capability, as these independent directors (also called outside directors) are
less subject to managerial influence (Adams et al., 2010). For example inside directors, often
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rely on CEOs regarding career opportunities and therefore may be less effective in monitoring
CEOs (Dalton et al., 1998). This may result in agreeing in decisions which favor the CEO
instead of shareholder. Outside directors may be less affected by the CEO since they do not
depend on CEOs regarding compensation or career opportunities and therefore better able to
protect the long-term objectives of shareholders (Datta et al., 2020). Additionally, outside
directors often serve on multiple boards, creating board interlocks which expand access to
knowledge, external expertise and industry best practices (Aalbers & Ma, 2023). These
interlocks can enrich the board’s strategic perspective when engaging in sequential patterns of
acquisitions and divestments. Since knowledge and experience play a crucial role in patterns
of multiple acquisitions (Laamanen & Keil, 2008) and divestments (Brauer & Schimmer,
2010). Therefore, firms engaging in a regular rhythm of sequential acquisitions and
divestments may benefit from more experience and knowledge from outside directors. In
contrast, a higher proportion of outside directors can undermine this regular rhythm since they
have limited involvement in daily operations and are therefore less able to evaluate CEO’s
and inside directors properly, leading to discouraging long-term strategic plans (Peng & Fang,
2010). However, long-term temporal patterns of strategic activities such as acquisitions and
divestments, have shown to positively effect on long-term performance (Klarner & Raisch,
2013; Shi & Prescott, 2011; Vermeulen & Barkema, 2002), which favors shareholders. CEO’s
may benefit from short term performance, resulting in risk taking behavior (Datta et al.,
2009), and therefore may deviate from a regular patterns of sequential acquisitions and
divestments which favors their own goals instead of the long-term objectives of shareholders.
More independent boards can prevent these events from happening (Defrancq et al., 2021)
since they are less effected by CEOs. Therefore, when a firm has higher independent board,
boards will better be able to maintain a regular pattern of sequential acquisitions and
divestments which increases long-term financial performance, since they have an long-term
independent view and may have more diverse knowledge to manage the complexities of these

temporal patterns. Leading to the following hypothesis.

Hypothesis 2: The relationship between the rhythm of sequential patterns of acquisitions and
divestments and long-term financial performance is moderated by board independence, such
that higher board independence strengthens the positive effect of regular rhythms on long-

term financial performance.

20



Board size

Board size is defined as the total number of directors on the board (Datta et al., 2020).
According to agency theory larger boards possess a greater ability to gather, analyze and
process extensive information, enabling more effective oversight on strategic decisions (Lehn
et al., 2009). This reduces opportunistic behavior (Seth et al., 2002) from CEO’s engaging in
acquisitions and divestments which may deviate from a regular sequential pattern.
Additionally larger boards may have more cumulative experience and resources to evaluate
multiple deals over time (Kretinin et al., 2020; Lehn et al., 2009). These experiences are
necessary for engaging in well structured and strategically planned acquisitions and
divestments to increase performance (Brauer & Schimmer, 2010; Laamanen & Keil, 2008).
However, as board size grows coordination becomes more difficult (Kretinin et al., 2020).
Also when the board size increases individual participation of the directors decreases,
resulting in less monitoring effectiveness (Kretinin et al., 2020). This may lead to more
freeriding from CEOs deviating from the planned structure and execution of sequential
patterns of acquisitions and divestments. Therefore, we can assume that a higher board size is
favorable to some degree, when it has reached the optimum number of directors, effectiveness
decreases and strategic decisions of acquisitions and divestments may deviate from a regular
rhythm of sequential patterns off acquisitions and divestments which increases performance.

Therefore, the following hypothesis can be presented.

Hypothesis 3: Board size moderates the relationship between the rhythm of sequential
acquisition and divestment patterns and long-term performance in an inverted U-shaped

manner, such that the positive impact on performance is strongest at intermediate board sizes.
CEO duality

CEQ duality refers to the situation in which the CEO also serves as the chair of the board of
directors (Quigley & Hambrick, 2012). This dual role gives the CEO significant authority
over board agenda’s and strategic decision-making, therefore concentrating the power to a
single individual, the CEO (Krause, 2017). From an agency theory perspective, such power
concentration can undermine the boards ability to monitor effectively (Duru et al., 2016). This
may create a situation where a CEO pursues strategies of engaging in acquisitions and
divestments that align with personal goals rather than long-term shareholder goals (Datta et
al., 2020). For example, by engaging in risky acquisitions in order to achieve short-term

performance, which might be beneficial for the CEO instead of shareholders who seek long-
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term financial performance (Datta et al., 2009). These self-serving actions may hinder the
positive performance outcomes of regular patterns of well timed and structured sequential
acquisitions and divestments. However, CEO duality has characterized as a double edged
sword (Krause, 2017). While duality can reduce accountability, it may enhance coordination
and leadership clarity (Krause, 2017). This dual role reflects a collaboration-oriented
governance structure, where the CEO and board work more closely together. This could be
beneficial when engaging in sequential patterns of acquisitions and divestments since this can
reduce delays in decision making (Datta et al., 2020). Therefore, firms may be better able to
maintain a beneficial regular pattern of sequential acquisitions and divestments. However, in
the case of a dual role to maintain a regular pattern of acquisitions and divestments, the
interests of the CEO and those of shareholders must be similar. From an agency theory
perspective this view cannot be taken for granted since CEO’s and shareholders have different
interests which may deviate from each other (Datta et al., 2009). For example, CEO’s may
benefit from risky short term acquisitions to collect compensation (Datta et al., 2009), on the
other hand, shareholders seek for long-term performance implications. Which can be achieved
by engaging in well timed, evaluated and structured patterns of acquisitions and divestments
(Brauer & Schimmer, 2010; Laamanen & Keil, 2008). Therefore, by separating the board
chair from the CEO, firms are more likely to maintain a regular rhythm of acquisitions and
divestments, which increases long-term financial performance. Which leads to the following

hypothesis.

Hypothesis 4: CEO duality moderates the relationship between the rhythm of sequential
patterns of acquisitions and divestments and long-term financial performance, such that the

absence of CEO duality strengthens the positive effect of a regular rhythm.
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Methodology

Sample

The empirical setting of this research will be set in the high-tech industry. This industry is
characterized by a high number of acquisitions and divestments (Aalbers et al., 2021). Where
acquisitions are common activities (McCarthy & Aalbers, 2016). High-tech industries can be
seen as dynamic environments (Aalbers, 2010), where trust and governance mechanisms play
a key role in managing uncertainty and engaging in new innovations (Aalbers, 2010; Aalbers
& Ma, 2023). According to Klarner and Raisch (2013), organizations in a dynamic
environments need to engage in sequential changes at the right pace. Therefore, this industry
can be used as a fruitful source to research the sequential patterns of acquisitions and
divestments and examine how boards influence these dynamics. The high-tech industry has
been operationalized as the following industries. Electronics and communications (SIC-code
36), pharmaceuticals (SIC-code 283), computers and office machinery (SIC-code 357) and
Aerospace and defense (SIC-codes372 and 376) (McCarthy & Aalbers, 2016).

Data sources

This study combines multiple sources to gather data for acquisitions, divestments, financial
performance, and board composition variables. Acquisition data were collected from Orbis
M&A, focusing on majority-stake deals (=50.1%) involving publicly listed firms between
2000 and 2021. Divestment data were gathered using Prim ID’s via the LSEG database,
matched to the acquiring firms. Financial performance data for these firms (2001-2024) was
also retrieved from LSEG, as well as control variables. Board composition and control
variables related to board characteristics were collected through Boardex. All datasets were
merged using ISIN identifiers. The final panel dataset includes 128 firms with annual
observations from 2005 to 2021. The first five years of data (2000-2004) are used to calculate
five year acquisition and divestment experience and therefore excluded, and the last three
years (2022-2024) are excluded due to inability to assess long-term performance. This results

in remaining 17 years of observation per firm, in total, 2176 firm-year observations.

Variables

This research uses one dependent variable, one independent variable, three moderating
variables, and 10 control variables. Table 1 provides an overview of these variable, their
measures and their references. Below table 1, further elaboration is provided on each of the
variables.
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Table 1: Variable overview

Concepts Variable Measurement References
Dependent
Long-term financial B _ (Klarner & Raisch,
performance ROA; 11043 = %Z (M) 2013; Vermeulen &
£ \Total Assets; ¢4k Barkema, 2002)
Independent
Acquisition and | nn+1) x —x\*] 3(n—1)? (Vermeulen &
iresimsiey i Rurtosis = i(n -1(n—-2)(n—3) Z( s A) } T (n—2)(n-3) Barkema, 2002)
Moderator
Board independence Ratio of the number of independent outside directors (Datta et al., 2020)
Board size The total number of directors on the board (Datta et al., 2020)
CEO duality Dichotomous variable with **1” indicating that the CEO and board chair position held ~ (Datta et al., 2020)
by same individual (°°0” otherwise)
Controls
Firm size Logarithm of acquiring/divesting total assets at the beginning of the window of (Laamanen & Keil,
observation 2008)
Firm age Firm age will be measured as the number of years since the firms founding (Klarner & Raisch,
2013)

Acquisition relatedness

Divestment relatedness

Acquisition experience
Divestment experience
Board gender diversity
CEO tenure

Firm dummies

Year dummies

Comparing the four digit SIC-codes. when the firms do not share any 3-digit SIC
codes, they can be considered unrelated. This will be dummified. where °0” is
unrelated. And “’1” is considered related

Comparing the four digit SIC-codes, when the firms do not share any 3-digit SIC
codes, they can be considered unrelated. This will be dummified. where 0™ is
unrelated. And ¢’1” is considered related

The number of acquisitions 5 years prior to the window of observation

The number of divestments 5 years prior to the window of observation

The percentage of female directors on the board at the point of observation

The number of years the CEO had held the position in the firm at the time of
observation

For each firm, a separate dummy variable is created. Observations belonging to that
specific firm are coded as ‘’1” and <’0” otherwise

Observations in the same year will be dummiefied <’1”” and 0 otherwise

(Aalbers et al., 2021)

(Aalbers et al., 2021)

(Aalbers et al., 2021)
(Brauer et al., 2017)
(Datta et al., 2020)
(Datta et al.. 2020)

(Vermeulen &
Barkema, 2002)
(Vermeulen &
Barkema, 2002)
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Dependent variable

Long-term financial performance is measured using return on assets (ROA), which is a widely
accepted variable in both strategic change research (Vermeulen & Barkema, 2002) and studies
on board composition (Quigley & Hambrick, 2012). In line with Klarner and Raisch (2013),
who argue that singe strategic changes affect short term performance, while multiple changes
influence long-term performance, this study measures long-term financial performance by
calculating ROA as the average over the three years following each observation year. Which

leads to the following formula:

3
1 Net Income; ;4
ROA; ;4. =3 ’
Lt+1:t+3 T 3 k§—1: <Total Assets; 14k

Independent variable

As outlined in the literature review, this study operationalizes sequence patterns as the rhythm
of acquisitions and divestments. Drawing on Shi and Prescott (2011), who found performance
differences between non-players, unpredictable and predictable patterns, rhythm is considered
a key mechanism explaining these differences (Vermeulen & Barkema, 2002). Rhythm
captures the frequency and temporal spacing of strategic activities and is quantified using the
kurtosis (Vermeulen & Barkema, 2002). To improve interpretability, the inverse of the
kurtosis is used (Shi & Prescott, 2012), where higher values reflect more regular rhythms and
lower values indicate irregular ones. The kurtosis is calculated over the full time window up
to each year of observation (Shi & Prescott, 2012). Given the sequential nature of acquisitions
and divestments as discussed in the literature review, this study combines both into one
measurable rhythm variable. Therefore, the kurtosis of acquisitions and divestments over time

will be measured according to the following formula (Vermeulen & Barkema, 2002).

. nn+1) X;i—X ! 3(n - 1)°
Kurtosis = (n_l)(n_z)(n_g)z< S >}_(n—2)(n—3)

Moderator variables

Board composition is measured by different variables (Klarner et al., 2023). This research
uses the operationalization of Datta et al. (2020), who also uses multiple variables. This
research limits to board independence, board size and CEO duality of the acquiring and
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divesting firms. These variables are measured annually for each firm-year observation in the
panel dataset. Board independence is measured as the ratio of the number of independent
outside directors (non-executive directors, who have no significant ties, business-wise or
personal-wise with management)(Datta et al., 2020). Board size is operationalized as the total
number of directors on the board of the firm (Datta et al., 2020). CEO duality will be
measured as a dichotomous variable with 1 indicating that the CEO and a board chair are held

by the same individual, and 0 otherwise (Datta et al., 2020).

Control variables

To achieve reliable results, several control variables are included which may influence the
relationship of interest. They will briefly be described below, their measures can be seen in

table 1.

Firm size seem to have a significant impact on firm performance, since larger firms may have

more managerial resources who can manage complex activities (Laamanen & Keil, 2008).

Firm Age, since the performance or organization may vary with the age of the organization

(Klarner & Raisch, 2013).

Acquisition and divestment industry relatedness, firms are more familiar with firms in the
same industry, this reduces information asymmetries and increases changes to create synergies
(Aalbers et al., 2021) additionally this familiarity will lower the probability to overpay
(Haleblian et al., 2009).

Acquisition experience, this may influence firm performance due to learning eftects, whereby
firms improve their ability to manage acquisitions through experience (Laamanen & Keil,

2008).

Divestment experience, may similarly influence a firms ability to effectively manage

divestments, especially given the complex nature of divestments (Brauer et al., 2017).

Gender diversity, more diversity may lead to more contentious and comprehensive decision-
making, it may protect strategic decisions against rapid consensus and groupthink which may

influence performance (Datta et al., 2020).

CEO tenure, given the potential influence on strategic decision-making and board dynamics.
Longer tenured CEOs often possess greater expertise of knowledge and judgement, which

may increases the performance of strategic decisions (Datta et al., 2020).
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Additionally, firm and year dummies are included (Vermeulen & Barkema, 2002). Firm
dummies are included to control for time-invariant characteristics of firms that are not directly
observed but may influence performance, such as culture, strategy or location. These

characteristics remain constant over time but could bias the results if not accounted for.

Also year dummies are included (Vermeulen & Barkema, 2002) which control for macro-level
and temporal effects that affect all firms in a given year, such as economic cycles and

technological disruptions.

Method of analysis

The analysis will done by applying a fixed effects regression model, which is particularly
suited for panel data structures, as it controls for time-invariant firm-specific factors which
may bias estimation of the results. Fixed effects control for unobserved heterogeneity by
examining within firm variation, making each firm its own reference point. This improves
internal validity of the analysis by reducing endogeneity caused by omitted variables that
remain constant over time (Hair, 2019). This approach extends multiple regression analysis by
incorporating both firm and year fixed effects, allowing the model to account for unmeasured
firm characteristics and macro-level time effects. This method aligns with prior research on

strategic rhythms and performance, such as Vermeulen and Barkema (2002).

Ethics

This research adopts the ethical principles of the American Psychological Association (APA)
to ensure integrity and responsible data handling. Since this research uses quantitative data
concerning sensitive firm information from databases such as Orbis M&A, LSEG, and
Boardex, it is necessary to deal with this information carefully. Therefore, the anonymity of
the firms included in this research has to be taken into account. Additionally, to maintain
academic integrity and avoid plagiarism, the correct use of references and citations will be

incorporated following the APA guidelines.
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Results

In order to start the analysis and interpret the results, several steps has to be taken into account
regarding the examination and preparation of the data (Hair, 2019). These steps will be

discussed below.

Data preparation

Missing value analysis

The first step was to examine the missing values, for each firm of which a window of
observation had missing values, the firm is deleted. Given the large sample size N > 200 , the
remaining sample size is sufficient for model estimation regarding fixed effects regression
(Hair, 2019). Resulting in a sample size of 2176 windows of observations from 128 different

corporations, including 17 years of observations of each firm.

Data computation

Prior to the analysis, the distributions of al variables were inspected for their skewness and
kurtosis. Several variables exceeded the acceptable thresholds of skewness (-3 &3) and
kurtosis (-7 &7), violating assumptions of normality and homoscedasticity (Hair, 2019). To
address this, acquisition experience, divestment experience, CEO tenure, and board size were
transformed using the natural logarithm. For variables containing zeros, a value of 1 was
added before transformation. Transforming the dependent variable ROA did not improve its

distribution, and it was therefore left untransformed.

To test moderation effects, interaction terms were created. Prior to doing so, rhythm, board
size, and board independence were mean-centered to reduce multicollinearity (Hair, 2019). To
asses potential curvilinear effects, a quadratic term was added to board size (Haans et al.,

2016).

Lastly, year and firm dummies were created. Year dummies cover the full observation period
from 2005 to 2021 (17 dummies), and firm dummies were created for all 128 firms in the

panel dataset.
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Outliers

In order to prevent outliers from significantly influencing the results of the analysis, it is
necessary to examine these observations (Hair, 2019). In order to examine the outliers,
boxplots where created for al the metrically scaled variables. By examining the boxplots,
several variables had significant outliers. Stepwise winsorization is applied in steps of 0.5
percentiles until the outliers where acceptable, including ROA, acquisition experience and
divestment experience. To reduce the outliers of ROA, winsorization is applied to the 2™ and
98 percentile. By applying this to the ROA, the scale of ROA remains unchanged,
additionally the distribution of the variable is improved and falls within the thresholds of the
skewness and kurtosis. Additionally acquisition and divestment experience is winsorized at

the .5™ and 99.5" percentile.

Descriptive statistics

Interpreting the descriptives and correlations of computed and transformed variables in table
2. It can be observed that there are several mean values who have 0, which is due to mean-
centering these variables for making the interaction terms, combined with negative minimum
values. Also firm age has negative values, this can be explained by the fact that firm age is
calculated based on the date of corporation instead of the founding date. Looking at the
correlations, it can be observed that Firm size correlates with board size (0,750) yet not
surpassing the threshold of 0,9 (Hair, 2019), this will be kept in mind. Further there are no
values exceeding the threshold of 0.7 of strong correlations (Hair, 2019) and therefore there

are no problematic correlations.
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Table 2: Correlations and descriptive statistics

Variable Descriptive statistics Correlation matrix
Mean SD Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 ROA 3.069 11,557 -42.86 2341 1
2 Acquisition& 0 0,211  -0,24 071 -0,44 1
Divestment
rhythm
3 Board 0 0,188 -0.65 0,27 -0.1 -0.087 1
Independence
4 Board size 0 0,327 -1 1.4 0,278 -0.122  -0,148 1
5 Board size "2 0,107 0,178 0 1,96 -0.57 0,013 -0,.213 0,136 1
6 CEO Duality 04 0.45 0 1 0,015 -0.008 -0,021 -0.010 0,027 1
1 Acquisition 1,03 0.853 0 3,69 -0,225 -0.153  -0,139 0,440 0,100 0,023 1
experience
8 Divestment 0,616 0.838 0 3,85 0,164 -0,063 -0,144 0,577 0316 0,011 0,377 1
experience
9 Acquisition 0,147 0,354 0 1 0,082 -0,049 -0,049 0,154 0,004 -0,008 0207 0,126 1
relatedness
10 Divestment 0,101 0,302 0 1 0,069 -0,021  -0,038 0,262 0,064 -0,022 0,187 0,400 0,115 1
relatedness
11  Firm size 14,01 2,381 8.645 19,743 0,381 -0,135  -0,173 0,750 0,113 0,068 0,623 0,618 0,233 0,326 1
12 Firm age 32,664 27,938 -15 174 0,147 -0,134  -0,107 0,400 0412 0,087 0216 0,403 -0,004 0,127 0.334 1
13 Board gender 0,121 0,117 0 0,529 0.184 -0.143  -0,006 0,485 0,067 0,027 0,241 0,362 0,056 0,173 0,500 0,307 1
diversity
14 CEO tenure 1,658 0,823 0 3,66 0,011 -0,053 0,013 -0.172 -0,054 0,087 -0.081 -0,226 -0,079 -0,140 -0,210 -0,036 -0,038 1
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Assumptions

As fixed effects regression is an extension of multiple regression, the assumptions of multiple
regression were evaluated to ensure model validity (Hair, 2019). Overall, the assumptions of
normality, linearity and multicollinearity were reasonably met. While some deviation from
normality was observed in the P-P plot, the large sample size (N = 2176) supports the
robustness of the model. Linearity was supported by the random distribution of residuals
around the zero line. Multicollinearity was assessed using the VIF and tolerance values,

leading to the exclusion of firm size and firm age due to values exceeding the thresholds.

Additionally, two issues required correction. First, the assumption of independence of errors
was not met. Second, heteroscedasticity was observed in the residual plots. To address both
issues, clustered robust standard errors was applied at the firm level (MacKinnon et al., 2023).

Further elaboration and visualization of the assumptions are included in appendix A — D.

Results fixed effects regression analysis

The results of the regression analysis with fixed effects and clustered robust standard errors

are shown in table 3.

Model 1 shows the results for the control variables, including firm and year fixed effects.
None of the control variables show a statistically significant effect on the dependent variable.
Moreover, all coefficients are negative, contrary to the expectations of a positive relationship.
This includes acquisition experience (p =- 1.017, p = 0.056), divestment experience (f = -
0.212, p=0.771), acquisition relatedness (f = - 0.332, p = 0.547), divestment relatedness (p =
- 0.859, p=0.130), board gender diversity (B =-5.190, p = 0.258) and CEO tenure ( = -
0.150, p=0.742).

Model 2 introduces the independent variable acquisition & divestment rhythm. This variable
shows a non-significant effect on the dependent variable (B = - 1.994, p = 0.488). Notably, the
negative coefficient contradicts the expected positive relationship, suggesting that firms may
potentially benefit more from an irregular rather than a regular rhythm of acquisitions and
divestments. This negative but non-significant trend persists across all subsequent models,
leading to the rejection of hypothesis 1, the visualization can be seen in figure 2. Additionally,
acquisition experience becomes significant (f = - 1.149, p = 0.036) and stays consistent

significant throughout the following models.
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Figure 2: Acquisition & divestment rhythm

Model 3 adds the individual moderation variables, all of them remain non-significant in this
and the following models. Board independence has a negative coefficient (f =- 6.766, p =
0.074), suggesting that greater independence may be associated with lower performance,
contrary to expectations, although the effect is not statistically significant. Board size shows a
positive but non-significant relationship with performance (f = 1.230, p =0.576), while its
squared term, representing the expected inverted U-shape, has a negative coefficient (f = -
1.899, p = 0.535), indicating a possible but non-significant curvilinear effect. Lastly, CEO
duality has a negative coefficient (f = -0.582, p = 0.595), showing that firms without CEO

duality may perform better, yet this effect also lacks statistical significance.

Model 4 introduces the first interaction term, acquisition & divestment rhythm * board
independence (B = 5.751, p = 0.656), representing hypothesis 2 (visualized in figure 3). The
hypothesis proposed that firms with higher board independence would benefit more from a
regular rhythm of acquisitions and divestments. However, the results do not support this. In
contrast, firms with lower board independence show higher ROA across both regular and
irregular rhythms. Although their performance declines more sharply as rhythm becomes
more regular, it still exceeds that of firms with high board independence. Nonetheless, the
interaction is not statistically significant, suggesting that board independence does not

significantly moderate the relationship between rhythm and performance.
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Figure 3: The moderating role of board independence

In model 5 the second interaction term is introduced, representing the linear moderating role
of board size (B = -1.460, p = 0.832). Showing a negative coefficient, however this is not

statistically significant.

In model 6 the third interaction term is introduced, including the quadratic version of board
size, representing hypothesis 3. Contrary to the hypothesized inverted U-shaped moderation
of board size, the graph (figure 4) suggests that firms with medium board sizes perform better
under low regularity (an irregular rhythm), while firms with large board sizes perform better
under high regularity (a regular rhythm). Therefore a peak in performance at intermediate
board sizes across a regular rhythm is not observed. Therefore, combined with the non-

significant results (B = 12.426, p = 0.244), hypothesis 3 is not supported.
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Figure 4: The moderating role of board size

In the last model, model 7, hypothesis 4 is tested by examining the moderating role of CEO
duality. Contrary to hypothesis 4, firms without CEO duality visually perform better under
irregular rhythms, while firms with CEO duality show slightly higher performance under
regular rhythms, this is illustrated in figure 5. This finding contradicts the expectation that the
separation of CEO and chair roles enhances performance under consistent strategic rhythms.
Additionally, the statistical insignificance of the interaction term indicates that this hypothesis

is not supported (B = 4.024, p = 0.366).
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Figure 5: The moderating role of CEO duality
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Table 3: Results fixed effects regression analysis including clustered robust standard errors

Variable

Model 1

Model 2

Model 3

Model 4

Model 5

Model 6

Model 7

Acquisition & divestment rhythm
Board independence

Board size

Board size /2

CEO duality

Acq & div rhythm *board
independence

Acq & div rhythm *board size
Acq & div rhythm *board size”2
Acq & div rhythm *CEO duality

Acquisition experience

-1.017 (0.527)

-1.994 (2.867)

-1.149% (0.541)

-1.654 (2.823)

-6.766 (3.754)
1.230 (2.194)

-1.899 (3.049)
-0.581 (1.090)

-1.145* (0.559)

-1.461 (2.699)
-6.661 (3.725)
1.273 (2.180)
-1.948 (3.018)
-0.554 (1.093)

5.751 (12.867)

-1.146* (0.558)

-1.804 (2.521)
-6.708 (3.680)
1.245 (2.175)

-2.047 (2.920)
-0.568 (1.107)

5.766 (12.688)

-1.460 (6.870)

-1.150% (0.558)

-1.978 (2.512)
-6.946 (3.699)
1.437 (2.189)

-1.322(3.238)
-0.579 (1.105)

5.033 (12.606)

4281 (6.712)

12.426 (10.628)

-1.152% (0.558)

-3.532 (3.214)
-6.771 (3.705)
1.402 (2.189)
-1.623 (3.273)
-0.593 (1.111)

4.480 (12.627)

3.771 (6.465)

11.276 (10.772)

4.024 (4.433)

-1.150* (0.555)

Divestment experience -0.212 (0.727) -0.240 (0.738) -0.300 (0.723) -0.325(0.725) -0.325(0.726) -0.339(0.722) -0.306 (0.724)
Acquisition relatedness -0.322(0.534)  -0.389(0.547)  -0.332(0.542)  -0.321(0.543)  -0.322(0.543)  -0.314(0.544)  -0.300 (0.544)
Divestment relatedness -0.859(0.563)  -0.880(0.567)  -0.876(0.568)  -0.892(0.568)  -0.895(0.569)  -0.867(0.570)  -0.837 (0.565)
Board gender diversity -5.190 (4.570) -4.852 (4.561) -5.226 (4.612) -5.110 (4.626) -5.194 (4.620) -5.047 (4.626) -5.023 (4.616)
CEO tenure -0.150 (0.453) -0.161 (0.458) -0.033 (0.423) -0.0475(0.423)  -0.045(0.425) -0.031 (0.424) -0.028 (0.424)
Firm dummies Yes Yes Yes Yes Yes Yes Yes

Year dummies Yes Yes Yes Yes Yes Yes Yes

Within R2 0.024 0.025 0.036 0.037 0.037 0.038 0.040
Between R2 0.180 0.176 0.037 0.035 0.033 0.032 0.036

Overall R2 0.070 0.07 0.006 0.005 0.004 0.004 0.003
Observations (firm-year) 2176 2176 2176 2176 2176 2176 2176
Observations (unique firms) 128 128 128 128 128 128 128

Significant: *p< .05, ** p< 01, ¥¥* p< 001

35



Robustness checks

To ensure robustness of the results several additional tests have been conducted. First of all, a
different moving window to measure the kurtosis is applied. Using a 5 year time window led
to identical results (appendix E). Secondly, a quadratic term to acquisition & divestment
rhythm is applied to measure a potential U-shape, which also did not led to significant results,
however due to high multicollinearity within this model, this is not reliable, and therefore not
included. Thirdly, acquisition rhythm is tested separately, leading to identical results
(appendix F). And lastly, divestment rhythm is tested separately (appendix G), which led to a
significant interaction effect between divestment rhythm and CEO duality on financial
performance, however this result runs counter to the theoretical expectation, as the coefficient
is in the opposite direction of what was hypothesized, therefore also not supporting the
hypothesis, which can be interpreted similar to the illustration in figure 5 related to hypothesis
4. While this finding does not support the main hypothesis, it may provide a foundation for

future research and will be addressed in the discussion.

Discussion

Interpretation of the results

The aim of this research was to examine from agency theory in combination with a temporal
perspective how the impact of sequential acquisitions and divestments, measured as rhythm
affect long-term financial performance and examine how board composition moderates this
relationship. It was expected that firms who maintain a regular rhythm of acquisitions and
divestments increase long-term financial performance, and that firms who have less agency

problems are better able to benefit from it.

Acquisition & divestment rhythm

Contrary to what was expected in hypothesis 1, a regular rhythm of sequence patterns
consisting of acquisitions and divestments does not significantly influence long-term financial
performance positively. Contrary, the non-significant coefficients suggest that the relationship
is counter wise, suggesting that that firms with more irregular rhythms may achieve higher
long-term financial performance. This pattern is also visible in the earlier mentioned graph
(figure 2), which shows that firms with irregular acquisition and divestment rhythms

outperform those with more structured, regular rhythms of acquisitions and divestments.
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Based on previous literature, a regular rhythm was expected to benefit firms by reducing
information overload and enabling the structured absorption of knowledge (Klarner & Raisch,
2013; Vermeulen & Barkema, 2002). These are considered critical resources for acquisitions
(Laamanen & Keil, 2008) and divestments (Batsakis et al., 2024). While acquisitions can
introduce new technologies, knowledge and talent, the absorptive capacity of firms is limited
(McCarthy & Aalbers, 2024). Therefore regular sequential divestments may free up this
absorption capacity, allowing firms to more effectively integrate and exploit new resources
and thereby, improving performance by engaging in regular sequential patterns of acquisitions

and divestments.

However, the results suggest that this benefit of regularity is not confirmed. One possible
explanation is that regular rhythms can create blind spots, causing firms to prioritize timing
over relevance (Shi & Prescott, 2012). Especially in fast-paced and knowledge intensive
industries such as the high-tech sector, where environmental dynamism may demand adaptive
timing rather than structured patterns (Shi & Prescott, 2012). An irregular rhythm may allow
firms to respond more flexible to emerging opportunities and threats, making decisions based
on environmental changes rather than pre-set strategic intervals (e Cunha, 2004).
Additionally this hypothesis focused exclusively on the internal dimension of rhythm.
However, the performance benefits of a regular rhythm may also depend of the alignment
with external temporal patterns (Buckley et al., 2025). When this external synchronization is
lacking, firms may struggle to adapts their internal timing to the demands of a changing
environment, thereby limiting their strategic responsiveness (Buckley et al., 2025; Shi &
Prescott, 2012). In this sense, strategic irregularity could provide a competitive advantage in

turbulent contexts.

The moderating role of board independence

Hypothesis 2 posited that the relationship between the rhythm of sequential patterns of
acquisitions and divestments and long-term financial performance is moderated by board
independence, such that higher board independence strengthens the positive effect of regular
rhythms on long-term financial performance. However this hypothesis is not supported.
Moreover the graphical plot (figure 3) shows a counterintuitive yet not significant trend.
Firms with low board independence perform better following an irregular rhythm, whereas

firms with a high board independence show lower levels of long-term financial performance
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across regular and irregular rhythms of acquisitions and divestments. This implies that board
independence does not significantly enhance a firm’s ability to benefit from a regular rhythm

that improves long-term financial performance.

This hypothesis was grounded in agency theory, which suggest that outside directors can
reduce managerial opportunism by strengthening the boards monitoring capabilities (Adams
et al., 2010). Since outside directors are less dependent on CEO’s regarding careers
opportunities, they are considered more objective and focused on long-term shareholder value
creation (Datta et al., 2020). Additionally, outside directs may hold multiple board positions,
increasing exposure to external expertise (Aalbers, 2010), which may be particularly valuable
when navigating complex sequential acquisitions and divestments. It was therefore reasoned
that greater board independence would support the establishment and maintenance to benefit
from regular and strategically timed rhythms in restructuring activities such as acquisitions

and divestments, leading to improved long-term financial performance.

However, the findings do not support this theoretical reasoning. One explanation could be that
wile outside directors possess valuable experience, there are often less involved in operational
details and may lack the contextual understanding required to evaluate whether a deal fits
within a firms long-term strategic rhythm of acquisitions and divestments (Peng & Fang,
2010). Additionally, the slower deliberation processes often associated with more independent
boards could hinder the firm’s responsiveness, particularly in dynamic environments where
agility is crucial. This could explain why a lower board independence in combination with

irregular rhythms graphically seem to perform better (figure 3).

The moderating role of Board size

Hypothesis 3 expected an inverted u-shape moderating effect of board size on the relationship
between acquisition & divestment rhythm and long-term financial performance, however this
pattern is not supported by the data. In contrast the graph in figure 4 suggests that firms with
medium board sizes perform better under irregular rhythms, while firms with large board
sizes perform better under regular rhythms, however the results are not statistically

significant.

The hypothesis was based on agency theory, which suggests that larges boards enhance
strategic oversight due to a broader pool of expertise, experiences and monitoring capacity
(Seth et al., 2002). These capabilities should allow firms to better structure and sequence

acquisitions and divestments over time and thereby maintaining a beneficial rhythm of well
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evaluated transactions which increases performance. However, beyond a certain size, the
effectiveness of boards may decline due to coordination difficulties and decreased individual
participation (Kretinin et al., 2020). This may result in in freeriding of board members or
diluted decision-making power, potentially disrupting rhythm regularity and the evaluation of
the transactions. Based on this logic a inverted U-shape was hypothesized, with medium

boards expected to be most effective.

The expected inverted U-shape does not hold in the data. Instead firms with larger boards
demonstrate relatively stable and higher levels of performance. One possible explanation
could be that the theorized downsides of large boards, such as freeriding and inefficiency may
not be as detrimental in this particular sample or industry context. Another explanation may
be the potential insufficiency of variation in the board size variable. Since most firms have
boards within a similar range, it may not capture the full spectrum required to detect an
inverted U-shape, additionally the lack of a significant result may also stem from limited

statistical power.

The moderating role of CEO duality

Hypothesis 4 posited that CEO duality moderates the relationship between the rhythm of
sequential patterns of acquisitions and divestments and long-term financial performance, such
that the absence of CEO duality strengthens the positive effect of a regular rhythm. However,
the regression analysis did not show a statistically significant interaction effect. Interestingly,
the visual representation in figure 5 shows that firms without CEO duality experience higher
long-term financial performance when following an irregular rhythm. In contrast, firms with
CEOQ duality show relatively stable or even slightly improved ROA when following a more
regular rhythm. This trend contrasts with the hypothesis that separating the roles of CEO and
board chair would improve monitoring effectiveness and help maintain a regular rhythm that

leads to better long-term financial outcomes.

The Hypothesis was grounded in agency theory. Which argues that separating the roles of
CEO and board chair enhances the board’s ability to monitor the CEO effectively (Duru et al.,
2016). This increased monitoring power was expected to reduce self serving behavior, such as
favoring high-risk or short term deals, and encourage consistent and well-structured
acquisition and divestment activities which are in line with shareholder interests (Datta et al.,

2009). Therefore it was assumed that firms without CEO duality were expected to show
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greater performance in strategic and consistent regular temporal patterns of restructuring

activities like acquisitions and divestments.

However, while the findings are not statistically significant, the trend in the data suggest an
alternative explanation. CEO duality may offer advantages in terms of decision-making and
leadership clarity (Krause, 2017). Which could particularly important in dynamic
environments where timing is critical (Klarner & Raisch, 2013). This could allow CEOs to
implement sequential acquisitions and divestments more effectively, especially when board
alignment is strong. These findings may be better understood through the lens on stewardship
theory for example, which posits that CEO’s act in the best interest of shareholders when their
goals are aligned (Datta et al., 2020). This could explain why firms with CEO duality may
still manage to sustain regular rhythms and strong performance. Supporting this interpretation,
the robustness check where divestments were tested separately (appendix G ) showed a
significant interaction effect between divestment rhythm and CEO duality. Although the
direction of this effect contradicted initial expectations of agency theory, it highlights the
potential value of examining such governance dynamics through alternative theoretical

frameworks such as stewardship theory. This opens interesting avenues for future research.

Theoretical contribution

Despite there has no significant support for the tested hypothesizes been found, this study can
still deliver several theoretical contributions to the literature on agency theory, strategic

decision making and the temporal dynamics of acquisitions and divestments.

First of all, the findings question the commonly held assumption that a regular rhythm of
acquisitions and divestments leads to improved long-term financial performance (Klarner &
Raisch, 2013; Vermeulen & Barkema, 2002). Although the findings did not statistically
support for either a regular or irregular rhythm, the observed trends in the data suggest that
firms following an irregular rhythm may achieve relative higher long-term financial
performance in this particular context. This calls for a more nuanced view of rhythm
regularity, particularly in dynamic environments such as the high-technology sector. Rather
than adhering strictly to structured timing, firms may benefit from a more flexible,
opportunistic driven approach. In this way, the study contributes to the emerging discussion

on temporality (Blagoev et al., 2023) and questions the benefits of regularity (Klarner &
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Raisch, 2013; Vermeulen & Barkema, 2002) in favor of irregularity as a potential source of

competitive advantage (Buckley et al., 2025; e Cunha, 2004; Shi & Prescott, 2012).

Second this study questions the agency theory predictions regarding board composition.
Specifically board independence and CEO duality. Where a higher board independence and
the separation of the CEO and board chair role are expected to enhance strategic oversight and
reduce managerial opportunism to increase performance from an agency theory perspective
(Datta et al., 2020). The results do not consistently support these assumptions. Questioning
literature of governance mechanisms, which are often assumed to be universally beneficial
(Klarner et al., 2023), but rather may be context dependent and sensitive to the temporal

nature of strategic actions.

Third this study ads nuance to the debate on the effectiveness of board sizes. while research
has shown that firms may benefit from an inverted U-shape effect of board size due to trade-
offs between expertise and coordination (Kretinin et al., 2020). The expected curvilinear
pattern was not observed. The graphical evidence suggest that larger boards may still function
effectively in guiding regular restructuring activities such as acquisitions and divestments,

challenging the assumption that large boards are inefficient (Kretinin et al., 2020).

Concluding, this research contributes to agency theory literature by emphasizing the
importance of time, both in the rhythm of strategic activities and in how board structures
support or constrain them. It challenges established theoretical expectations and suggests that
effective board composition may depend less on rigid principles and more on the fit with the

temporal and environmental demands faced by the firm.

Practical contribution

Although the hypothesized relationships were not statistically significant, several observed
trends offer valuable insights for managers, particularly for those in the high-tech industry.
While these findings should be interpreted with caution, they may still hold practical

relevance for firms involved in, or considering acquisitions and divestments.

The results encourage firms to reconsider the assumption that a regular rhythm of acquisitions
and divestments automatically leads to improved performance. While this idea is supported in
prior literature, the patterns in this study suggest that a more flexible, irregular rhythm may be

equally, if not more beneficial in dynamic environments. Especially in the high-tech industry.
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Where firms may benefit from reacting to environmental shifts rather than following
predefined restructuring cycles, which means that managers should less adhere to timing
regularity, but rather adopt a more opportunity driven approach when engaging in sequential

acquisitions and divestments.

Additionally, the findings raise questions about certain board composition characteristics,
such as a high board independence and the separation between the CEO and board chair roles.
The results suggest that these characteristics do not automatically result in better monitoring
and improve performance outcomes. Contrary strategic alignment between the board and the
CEO may be more relevant in ensuring effective and responsive decision-making. This means
that board composition should not be viewed as static best practices, but rather as a dynamic

structure that must fit the firm’s strategic tempo and environmental context.

Limitations & future research

Despite the insights this study provides, several limitations should be acknowledged that may

bias the interpretation of the results and may open directions for future research.

First, this study focuses exclusively on firms operating in the high-tech sector. While this
industry context is appropriate due to its dynamic nature and relevance to scope changing
activities (McCarthy & Aalbers, 2016). Yet, this sample may limit the generalizability of the
findings. Firms in more stable or regulated industries may benefit from different patterns in
acquisitions and divestments, and board composition may play a different role. Therefore,
future research is encouraged to replicate this analysis in other industries to assess the

consistency of the observed relationships.

Second, although curvilinear relationships of rhythm has been theoretically supported in
previous research (Shi & Prescott, 2012). This could not be fully tested as a robustness check
due to high multicollinearity issues within the model. As a result a potential inverted U-shape
of rhythm could not be adequately evaluated, which may highlight openings for future
research to use a different methodological toolset, to examine these relationships better and

more adequately.

Third, firm age and firm size were excluded from the eventual analysis due to high
multicollinearity. Although these variables are often essential control variables in similar

research (Klarner & Raisch, 2013). Yet, their inclusion would have compromised the
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reliability of the results. Future research should explore alternative modeling strategies for

their inclusion, without exceeding multicollinearity.

Fourth, this study relied on ROA as a single performance indicator. While this is a widely
accepted measure, it may not capture the full range of performance outcomes associated with
temporal strategic restructuring activities. Other performance indicators such as Tobin’s Q
(Shi & Prescott, 2012), revenue growth or stock market returns might offer complementary

perspectives and could alter the interpretation of the results.

Fifth, Although this research captures the rhythm of acquisitions and divestments, therefore
measuring how these interconnected scope changing activities are dispersed, a more nuanced
approach to the exact order of these different activities over time remains un answered. Which

highlights the necessity to do future research to the exact order of these activities over time

(Zhang et al., 2023).

Lastly, the robustness checks revealed significant results for divestments when analyzed
separately, particularly in interaction with CEO duality. However, these results contradicts
initial expectations regarding CEO duality. Additionally, this finding suggests a more complex
and potentially asymmetric relationship between acquisitions and divestments. This highlight
the limitation of treating acquisitions and divestment rhythm as a combined construct of
restructuring. Future research may benefit from distinguishing between these two types of
strategic activities to better understand their unique temporal drivers, the impact of board
composition and performance implications from different theories, such as stewardship

theory.
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Conclusion

The main question of this research was to examine how the sequential patterns of acquisitions
and divestments influence long-term financial performance, and to what extent board
composition moderates this relationship. By combining agency theory with a temporal
perspective, this study aimed to contribute to a better understanding of how timing and

governance interact in shaping long-term financial performance.

Building on prior literature, sequence patterns were conceptualized as either predictable and
regular or unpredictable and irregular rhythms. Contrary to theoretical expectations, the
findings did not provide significant support for the idea that maintaining a regular rhythm of
acquisitions and divestments leads to improved long-term financial performance. In contrast,
visual trends in the data suggest that irregular rhythms might offer performance advantages,
particularly in dynamic sectors such as the high tech industry, which gives firms greater
flexibility and responsiveness. However these trends were not statistically significant and

should be interpreted with caution.

Additionally, the moderating role of three dimensions of board composition, namely, board
independence, board size and CEO duality were investigated. From an agency theory
perspective, these characteristics were expected to mitigate managerial opportunism and
enhance strategic oversight of regular rhythms to increase performance. Yet no statistically
significant moderating effects of these variables were found. In contrast, some non-significant
trends in the visual analyses suggest alternative interpretations. For example firms with lower
board independence appeared to perform better, possibly due to faster decision making, and
CEO duality may facilitate better alignment with the board. Larger boards also seemed to
perform more consistently under regular rhythms, contradicting the expected inverted U-

shape.

Concluding, the findings indicate that a regular rhythm of acquisitions and divestments does
not universally enhance long-term financial performance. Rather, irregular, adaptive patterns
may be more beneficial in certain settings. While board composition remains a relevant factor,
its moderation role appears more complex and context dependent rather than agency theory

suggests.
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Appendix

Appendix A: The assumption of normality

Normality

The first assumption which has to be taken into account is the assumption of normality (Hair,
2019). To asses this assumption of normally distributed residuals, a normal P-P plot of the
standardized residuals is examined (figure 6). The plot reveals a some deviation from the
diagonal reference line, particularly in the lower and upper tails of the distribution. However
the majority of points align reasonably well with expected cumulative probabilities, indicating
that the normality assumption is met. Additionally, given the large sample size (N=2176) the

model is considered robust to these minor deviations from normality (Hair, 2019) .

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: ROA3.WIN.2.98
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Figure 6: Normal P-P Plot
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Appendix B: The assumption of independence of errors

Independence of errors

The Durbin-Watson statistic for the final regression model is 0,613 (table 4 ), which is
substantially below the critical threshold of 1, where it is supposed to be between 1 and 3
(Field, 2018). This indicates a potential issue regarding the independence of errors, which is
particularly relevant and common in panel data and time series contexts, where residuals from
one observation may be correlated with those from previous observations. To address this the

model incorporates clustered robust standard errors and fixed effects (MacKinnon et al.,

2023).

Table 4: Model summary & Durbin-Watson test

Model R R square Adjusted R Std. Error of  Durbin-
Square the Estimate =~ Watson

1 0,799 0,639 0,612 7,197

2 0,800 0,639 0,613 7,192

3 0,802 0,643 0,616 7,160

4 0,802 0,644 0,616 7,158

5 0,802 0,644 0,616 7,160

6 0,803 0,644 0,616 7,157

7 0,803 0,645 0,617 7,150 0,613
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Appendix C: The assumptions of linearity and homoscedasticity
Linearity

To assess the assumption of linearity, a scatterplot of the standardized residuals against the
standardized predicted values is examined (figure 7). In a well-fitting linear model, the
residuals are expected to be randomly dispersed following the O line, the scatterplot displays a
generally random distribution of residuals, which provides reasonable support for the

assumption of linearity.

Homoscedasticity

The same scatterplot of the standardized residuals against the standardized predicted values is
analyzed to examine homoscedasticity (figure 7). The residuals should exhibit constant
variance across all levels of the predicted values. However, the spread of residuals in the
scatterplot is not constant. Instead a diamond shaped pattern can be observed. Since the
spread of residuals are narrower at the low and high ends of the predicted values and wider in
the center this indicates a slightly violation of homoscedasticity. To account for this problem,
the use of clustered robust standard errors on firm level is used to ensure a more reliable

interpretation (MacKinnon et al., 2023).
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Figure 7: Scatterplot
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Appendix D: The assumption of multicollinearity

Multicollinearity

To examine potential multicollinearity, the VIF and tolerance values for all predictors in the
model are assed (table 5). Generally VIF values above 10 and tolerance values below 0.1
indicate problematic multicollinearity (Hair, 2019). Importantly, Firm age and Firm size

presented VIF values exceeding 20, far beyond acceptable limits. Due to their high

multicollinearity and therefore potentially disturbing influence on reliable model estimations,

these variables were excluded from the analysis. The other predictors do not surpass these

critical thresholds, therefore the assumption of multicollinearity is met.

Table 5: Tolerance and VIF

Variable Tolerance VIF
Acquisition & divestment rhythm 0.243 4.111
Board Independence 0.260 3.844
Board size 0.132 71.591
Board size Q2 0.166 6.040
CEO Duality 0.347 2.879
Acquisition & divestment rhythm* Board 0.682 1.466
independence

Acquisition & divestment rhythm * Board size 0.189 5.297
Acquisition & divestment rhythm * Board size”2 0223 4.484
Acquisition & divestment rhythm * CEO duality 0.428 2.336
Acquisition experience 0.324 3.086
Divestment experience 0.190 5.252
Acquisition relatedness 0.801 1.248
Divestment relatedness 0.633 1.579
Board gender diversity 0.288 3.475
CEO tenure 0.546 1.832
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Appendix E: Robustness check 5 year rhythm window

Table 6: Robustness check 5 year rhythm window

Variable

Model 1

Model 2

Model 3

Model 4

Model 5

Model 6

Model 7

Acquisition & divestment
rhythm

Board independence
Board size

Board size 2

CEO duality

Acq & div rhythm *board
independence
Acq & div thythm *board size

Acq & div rhythm *board
size™2

Acq & div thythm *CEO
duality

Acquisition experience

-1.017 (0.527)

-1.313 (1.474)

-1.200* (0.519)

-1.254 (1.473)

-6.872 (3.712)
1.290 (2.198)
-1.932 (3.040)
-0.595 (1.084)

-1.211* (0.539)

-1.379 (1.488)

-6.853 (3.711)
1.229 (2.171)
-1.920 (3.067)
-0.512 (1.072)

8.219 (8.987)

-1.195* (0.541)

-0.937 (1.519)

-6.932 (3.700)
1.215 (2.167)
-1.554 (2.905)
-0.539 (1.076)
8.363 (9.013)

2.734 (2.814)

-1.196* (0.541)

-1.006 (1.833)

-6.934 (3.701)
1.260 (2.203)
-1.628 (2.917)
-0.536 (1.073)
8.407 (9.068)
3.059 (3.464)

1.105 (6.916)

-1.198* (0.542)

-2.439 (2.262)

-6.666 (3.633)
1.104 (2.197)
-1.228 (2.862)
-0.576 (1.077)
8.402 (8.823)
2.759 (3.451)
0.027 (6.494)
4.036 (2.533)

-1.198* (0.540)

Divestment experience -0.212(0.727) -0.315(0.699) -0.377 (0.688) -0.382(0.693) -0.381 (0.694) -0.382 (0.694) -0.369 (0.698
Acquisition relatedness -0.322 (0.534) -0.411 (0.513) -0.360 (0.511) -0.357 (0.514) -0.347 (0.515) -0.347 (0.515) -0.349 (0.514)
Divestment relatedness -0.859(0.563)  -0.872(0.560)  -0.872(0.562)  -0.871(0.567)  -0.885(0.569)  -0.886(0.567)  -0.900 (0.570)
Board gender diversity 5190 (4.570)  -5203(4.583)  -5.542(4.680)  -5210(4.629)  -5231(4.634) -5268(4.712)  -5.559 (4.747)
CEO tenure -0.150 (0.453) -0.137(0.447) -0.009 (0.415) -0.014 (0.414) -0.021 (0.414) -0.023 (0.415) 0.003 (0.409)
Firm dummies Yes Yes Yes Yes Yes Yes Yes

Year dummies Yes Yes Yes Yes Yes Yes Yes

Within R2 0.024 0.025 0.036 0.038 0.039 0.039 0.043
Between R2 0.180 0.155 0.026 0.023 0.020 0.021 0.029

Overall R2 0.070 0.058 0.004 0.002 0.002 0.002 0.002
Observations (firm-year) 2176 2176 2176 2176 2176 2176 2176
Observations (unique firms) 128 128 128 128 128 128 128

Significant: *p< .05, ** p< .01, *** p< 001
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Appendix F: Robustness check acquisition thythm

Table 7: Robustness check acquisition rhythm

Variable

Model 1

Model 2

Model 3

Model 4

Model 5

Model 6

Model 7

Acquisition rhythm

Board independence

-2.862 (2.481

-2.812 (2.422)

-6.774 (3.753)

-2.644 (2.299)

-6.764 (3.769)

-2.460 (2.164)

-6.697 (3.719)

-3.473 (2.170)

-7.179 (3.719)

-4.854 (2.955)

-7.016 (3.714)

Board size 1.337 (2.227) 1.336 (2.226) 1.334 (2.224) 1.396 (2.225) 1.394 (2.234)
Board size /2 -1.850 (3.053) -1.925 (3.021) -1.857(2.937) -0.984 (3.260) -1.240 (3.287)
CEO duality -0.672 (1.067) -0.659 (1.074) -0.6450(1.076) -0.766 (1.062) -0.847 (1.042)
Acq rhythm *board 4.545 (11.392) 4523 (11.518) 3.387(11.214) 3.250 (11.351)
independence

Acq rhythm *board size 1.304 (6.229) 8.183 (6.184) 7.264 (6.006)
Acq thythm *board size2 19.893 (12.328)  18.489 (12.470)
Acq rhythm *CEO duality 3.211 (3.354)
Acquisition experience -1.017 (0.527) -1.318*(0.552) -1.330* (0.578) -1.337* (0.577) -1.328*(0.575) -1.342*%(0.576) -1.314*(0.574)
Divestment experience -0.212(0.727) -0.216 (0.733) -0.285(0.719) -0.284 (0.7186) -0.291 (0.7145) -0.323 (0.711) -0.282 (0.702
Acquisition relatedness -0.322(0.534) -0.484 (0.555) -0.434 (0.551) -0.430 (0.552) -0.427 (0.551)  -0.422(0.550) -0.383 (0.546)
Divestment relatedness -0.859 (0.563) -0.877 (0.562) -0.881 (0.564) -0.903 (0.563) -0.908 (0.565)  -0.929 (0.567) -0.880 (0.561)
Board gender diversity -5.190 (4.570) -4.867 (4.601) -5.235(4.670) -5.234 (4.686) -5.071 (4.570) -4.603 (4.584) -4.868 (4.585)
CEO tenure -0.150 (0.453) -0.170 (0.458) -0.038 (0.426) -0.049 (0.427) -0.051(0.427) -0.018 (0.429) -0.020 (0.431)
Firm dummies Yes Yes Yes Yes Yes Yes Yes

Year dummies Yes Yes Yes Yes Yes Yes Yes

Within R2 0.024 0.028 0.039 0.040 0.040 0.044 0.046
Between R2 0.180 0.168 0.042 0.039 0.041 0.034 0.034

Overall R2 0.070 0.057 0.006 0.005 0.005 0.003 0.002
Observations (firm-year) 2176 2176 2176 2176 2176 2176 2176
Observations (unique 128 128 128 128 128 128 128

firms)

Significant: *p< .05, *¥ p< 01, *¥* p< 001
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Appendix G: Robustness check divestment rhythm

Table 8: Robustness check divestment rhythm

Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7

Divestment rhythm 0579 (2.089)  -0.597(2.120)  -0.413(2.024)  -0.760 (2.019) -0.831(2.148)  -3.339(2.571)
Board independence 6.954(3.757)  -6.341(3.770)  -6.464 (3.751) -6.509 (3.816)  -6.510(3.730)
Board size 1.321(2.230) 1.422 (2.271) 1.418 (2.262) 1.5509 (2.398) 1.522 (2.390)
Board size A2 -1958(3.102)  -1814(3.082)  -2.683(3.144) 2693(3154)  -1898(3.129)
CEO duality -0.543 (1.100 -0.602 (1.106) -0.582 (1.104) -0.577 (1.107) -0.274 (1.059)

Div rhythm *board
independence

Div rhythm *board size
Div rhythm *board size”2
Div rhythm *CEO duality

Acquisition experience

-1.017 (0.527)

-1.016 (0.528)

-1.037 (0.544)

-8.277 (5.146)

-1.015 (0.533)

-8.125 (5.178)

-2.938 (4.005)

-1.025 (0.532)

-8.132 (5.190)
-2.568 (4.760)

1.458 (8.291)

-1.026 (0.533)

-6.241 (5.033)
-0.882 (4.596)
2.538 (8.087)

5.746* (2.334)

-1.016 (0.525)

Divestment experience -0.212 (0.727) -0.282 (0.748) -0.350 (0.732) -0.249 (0.715) -0.244 (0.715) -0.246 (0.714) -0.232(0.724)
Acquisition relatedness -0.322 (0.534) -0.322(0.534) -0.275 (0.529) -0.255(0.519) -0.227 (0.516) -0.229 (0.515) -0.238 (0.499)
Divestment relatedness -0.859 (0.563) -0.894 (0.556) -0.893 (0.557) -0.850 (0.555) -0.854 (0.539 -0.850 (0.557) -0.812 (0.563)
Board gender diversity 5190 (4.570)  -5.191(4.572)  -5536(4.664)  -5914(4.7725  -5.983 (4.743) 6.009 (4.753)  -6.597 (4.768)
CEO tenure -0.150 (0.453)  -0.144(0.447)  -0.015(0.413)  -0.003(0.410)  0.010 (0.410) 0.009 (0.411) 0.0426 (0.395)
Firm dummies Yes Yes Yes Yes Yes Yes Yes

Year dummies Yes Yes Yes Yes Yes Yes Yes

Within R2 0.024 0.024 0.035 0.039 0.040 0.040 0.051
Between R2 0.180 0.164 0.021 0.019 0.020 0.020 0.030

Overall R2 0.070 0.061 0.002 0.001 0.001 0.002 0.001
Observations (firm-year) 2176 2176 2176 2176 2176 2176 2176
Observations (unique firms) 128 128 128 128 128 128 128

Significant: *p< .05, ** p< .01, *** p< 001
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