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Abstract
Purpose – The purpose of this study is to explain how factors relating to resource availability affect
managerial risk-taking with regard to the geographic and institutional proximity of cross-border merger and
acquisition (M&A) targets. The paper further considers the impact of organizational learning by testing the
moderating effect of the acquiring firms’ prior international M&A experience.

Design/methodology/approach – This study uses linear regression with robust standard errors to
account for dependence among clustered observations at the firm level. The authors used country and
industry fixed-effects specifications to account for unobserved heterogeneity.

Findings – The results suggest that when internal and external resources are more abundant, firms
pursue cross-border M&As that are more geographically and institutionally distant. The findings
further indicate that a firm’s prior international M&A experience positively moderates the
aforementioned relationships..
Research limitations/implications – Extending the behavioral theory of the firm beyond
organizational slack resources, the results highlight the importance of taking a multi-level, open-systems
perspective of the strategic impact of resource availability. The authors’ theory and findings also provide a
more nuanced view of the critical role organizational learning plays in the relationship between resource
availability and organizational outcomes.

Originality/value – This is the first study to the authors’ knowledge that develops and tests a theoretical
model exploring the impact of both internal (organizational slack) and external (environmental munificence at
both the industry and home-country levels) resource availability, as well as prior organizational experience on
an important multinational business practice.
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Introduction
Cross-border mergers and acquisitions (M&As) continue to be a prominent means of growth
and strategic development in today’s globalizing business landscape. Cross-border M&A
deals totaled US$1.4tn during 2016, accounting for 38 per cent of overall M&A volume and
constituting a 59 per cent increase over 2011 levels just five years earlier (Thomson Reuters,
2016). The popularity of cross-border M&A activity is somewhat perplexing, however, since
much research suggests that the majority of these deals fail to live up to expectations and
often even destroy value for acquirers (Rottig, 2008, 2017; Rottig et al., 2013; Shimizu et al.,
2004; Seth et al., 2002). Accordingly, researchers have dedicated substantial effort into
understanding the factors driving the continued proliferation of this risky practice.

The behavioral theory of the firm (BTF) points towards one potentially important
determining factor that has been largely neglected in extant research on cross-border
M&As: the availability of slack resources. One of the key insights emanating from the BTF
is that firms with slack (i.e. relatively abundant) internal resources are more likely to engage
in experimentation and search for new business opportunities to boost their performance
(Cyert and March, 1963). While the BTF initially focused on the firm's internal resources,
subsequent research has also placed great emphasis on the importance of external
(environmental) resources and their availability (Martinez-del-Rio et al., 2015; Park and
Mezias, 2005; Staw and Szwajkowski, 1975). Indeed, the availability of critical resources
both within and outside the firm has been shown to help shape the firm’s risk orientation,
organizational cognition, strategic choices and outcomes (Castrogiovanni, 1991; Hoehn-
Weiss and Barden, 2014; Keats and Hitt, 1988; Nadkarni and Barr, 2008).

Building on past research on the BTF and resource availability, this study explores how
organizations consider both internal and external environmental resource conditions in
formulating and adjusting their international M&A strategies. More specifically, we theorize
that when critical resources are more abundant (also called munificent, conceptually the
opposite of resource scarcity) at the organization-, industry-, and home country-levels, firms
are more likely to pursue cross-border M&A opportunities that are more geographically and
institutionally distant. In addition, we propose that the relationships between resource
availability and international M&A search distance will be moderated by the acquirer’s
recent cross-border M&A experience. We argue that acquirers’ prior international
acquisition experience will interact with the levels of resource availability such that firms
with higher levels of international M&A experience will engage in more distant cross-border
M&As. Overall, our study examines how resource availability and prior international
acquisition experience influence acquiring firms’ search for and evaluation of foreign M&A
opportunities. We test this model by analyzing 7,415 cross-border M&As announced from
1994 to 2009 by US acquirers listed in the S&P 500. Our findings lend support to the
principles of the BTF, namely, the arguments relating to organizational search and
managerial decision-making.

This study makes several important theoretical and practical contributions. This is the
first study to our knowledge that develops and tests a theoretical model exploring the
impact of both internal and external resource availability on cross-border M&As.
Specifically, we draw upon behavioral theory to explain how resource availability helps
determine management’s propensity to take risks in its organizational search efforts for
cross-border M&A opportunities. Our study sheds further light on the impact of
organizational learning by exploring how international M&A experience affects this
relationship. By adopting an open systems perspective on resource availability, considering
the availability of resources at multiple layers of the firm’s environment simultaneously, and
applying insights from the BTF, we make an important step toward a better understanding
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of how managerial cognition, search processes, organizational learning and resource
availability drive international M&A decisions.

Literature review
The behavioral theory of the firm
While its roots now stretch back over a half-century, the BTF remains one of the most
influential and far-reaching theories offered by organizational scholars today (Argote and
Greve, 2007; Gavetti et al., 2012). The BTF places emphasis on how “non-market factors”
play a critical role in determining organizational strategies and outcomes. As opposed to
relying upon purely rational economic conceptions of human decision-making, the BTF
draws upon psychological, sociological and political principles to explain how organizations
take risks and use feedback to gain a better understanding of their uncertain environments
(Augier, 2013).

A central concept within the BTF is organizational search, defined as the process by
which organizations learn and interact with various aspects of their environment to develop
and evaluate potential solutions to organizational challenges (Alessandri et al., 2014; Argote
and Greve, 2007; Chakrabarti and Mitchell, 2013; Cyert and March, 1963). According to the
BTF, organizational search behaviors tend to be goal-directed, routine-based and history-
dependent (Levitt and March, 1988). Greater resource availability increases the
organization’s likelihood of engaging in experimentation and change (Cyert and March,
1963; Greve, 2003). Organizational slack permits more discretionary and opportunity-
motivated search, as managers are able to relax constraints on the allocation of resources
and pursue riskier strategies (March, 1991). Because the fate of the organization does not
rest on the success or failure of any single endeavor, slack search enables firms to pursue
more radical and riskier business opportunities. Thus, the BTF suggests that there should
be a positive relationship between higher levels of slack resources and more far-reaching
organizational search efforts (Greve, 2007).

The BTF also suggests that a firm’s routines and prior experiences can affect its
propensity to engage in distant search. Using BTF reasoning, Haleblian et al. (2006) find
evidence suggesting that a firm’s likelihood of attempting subsequent cross-border
acquisitions is positively related to its prior international acquisition experience and
performance feedback. A frequent assumption regarding cross-border M&A activities is
that acquirers gain valuable insight from each prior international acquisition, which helps
improve their future acquisition efforts (Collins et al., 2009; Haleblian et al., 2006; Nadolska
and Barkema, 2007). Baum et al. (2000), show how the geographic expansion of firms can be
understood as a function of their organizations’ experience. While all experiences are not
equal, the breadth and depth of prior experience are important for organizational learning
(Alessandri et al., 2014).

Factors that influence target search in cross-border M&As
Cross-border M&As constitute an alluring, yet risky internationalization strategy and mode
of foreign entry (Chakrabarti et al., 2009). Their potential advantages have been well
documented in the strategic management and international business literature (Haleblian
et al., 2009). Cross-border M&As can provide acquiring firms with economies of scale, access
to strategic resources and new knowledge and capabilities. They also enable acquirers to
access foreign markets more quickly than other modes of entry, and can be less risky than
greenfield investments (Stahl and Voigt, 2008). In today’s fiercely competitive global
markets, cross-border M&As offer a seemingly desirable mode of much needed growth as
well as opportunities to reconfigure their businesses (Karim andMitchell, 2000).
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While cross-border M&As present many value-creating opportunities to acquiring firms,
they also present a number of challenges that many organizations find difficult to surmount in
their quest for economic gains (Kaul, 2012). Uncertainty and information asymmetry in foreign
markets make it difficult for firms to adjust between home and target market conditions (Kogut
and Singh, 1988; Zaheer, 1995). The search and selection of M&A targets depend upon a
complex set of organizational-level mechanisms, which rely on both the internal and external
realities of a firm. With regard to internal factors, organizational capability serves as an
important determinant to target selection. Studying the factors driving target selection, Kaul
andWu (2016) developed a capabilities-based theory arguing that acquirers pursue:

� Low-capability targets in existing contexts to utilize existing capabilities, and
� High-capability targets in new contexts to acquire new capabilities.

As for the external realities, Chakrabarti and Mitchell (2013) found that the difficulty of
target search increases with geographic distance, particularly when search involves greater
information processing, but that firms can partially overcome this challenge through
organizational learning.

The availability of crucial resources is another important factor that can affect cross-
border M&A target search. Variations in the levels of resource availability can have
important implications on how resources should be managed to create and acquire value.
When resources are relatively scarce, the importance of managing them effectively
increases, as these resources may not be readily available to the firm when needed (Sirmon
et al., 2007). Alternatively, managers may undertake risky strategies during periods of
improved economic outlook, as booming demand, enhanced firm profitability and higher
stock prices usually make it easier for organizational leaders to make claims about the
strength and effectiveness of their leadership (Hayward and Hambrick, 1997; Haunschild
et al., 1994). This may lead firms to pursue strategies that are less synergistic and unrelated
to their core resources and competencies. Thus, resource availability is a critical determinant
of organizational strategy and success.

As MNC strategies and cognition are affected by non-market institutional factors
(Kostova, 1996; Meyer et al., 2009), these factors have important implications for cross-
border M&A target search and post-deal performance (Rottig, 2008; Zhang and Ebbers,
2010). Geographic distance (as well as political, economic and cultural differences) between
the target and acquiring firms’ home countries have been found to contribute to increased
complexity and coordination costs, which in turn, can have a negative impact on both due
diligence and post-merger integration (Dikova et al., 2010; Ghemawat, 2007). Political
hostility between countries, or even just the absence of an international economic
cooperative agreement, can complicate cross-border M&A negotiations and make it difficult
to transfer critical assets across national borders (Ghemawat, 2007). Cultural and regulatory
differences can also impose serious limits on the extent to which managerial ideas and
practices can be modified and applied successfully to new national settings (Rottig, 2008;
Schneper et al., 2013; Steigenberger, 2016). As environmental conditions at the time of
founding are important determinants of a firm’s strategy, structure and organizational
culture, institutional differences between the target and acquiring firms’ home countries can
also lead to problems related to strategic, organizational and cultural fit (Bauer and Matzler,
2014; Rottig, 2008; Slangen, 2006; Steigenberger, 2016).

Open-systems view and cross-border M&As
According to the open-systems view (Scott, 1992) both the internal and external
environment of businesses influence organizational operations, performance and survival.
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Owing to this constant interaction of internal and external factors, managers must attend to
both layers of their environment to accomplish their missions (Pfeffer and Salancik, 1978). In
light of the behavioral view and the attention-based view, Barreto (2012) developed a model
proposing that organizational slack and the availability of options impact the types and
overall number of market opportunities pursued by firms. Applying the threat–rigidity
hypothesis in the context of an economic downturn, Alessandri et al. (2014) found that firms
with greater financial resources and acquisition experience were more likely to make
diversifying and/or cross-border acquisitions (vis-à-vis domestic, non-diversifying
acquisitions).

The availability of both internal and external resources appears to be important in
explaining the types of business challenges and degree of risk and complexity that firms are
willing to undertake while engaging in various strategic activities, including M&As.
Building on these observations, we delve deeper into understanding how both internal and
external resource availability help shape acquiring firms’ decisions regarding the level of
geographic and institutional distance these organizations take on in their pursuit of
cross-border M&A targets.

Hypothesis development
Organizational slack and target proximity
Organizational slack represents a cushion of internal organizational resources that allows a
firm to adapt to internal or external pressures as well as to initiate changes in strategy in
regard to the external environment (Bourgeois, 1981). The BTF suggests that internal
organizational slack usually facilitates firm performance because it can protect a firm from
external environmental instabilities (Cyert and March, 1963; Bourgeois, 1981).
Organizational slack allows managers greater financial discretion (Tan and Peng, 2003) and
facilitates exploratory search (also referred to as slack search), which enables firms to
pursue distant opportunities (Greve, 2003). Whereas low levels of slack discourage risk-
taking (Wiseman and Bromiley, 1996), excess slack makes managers more focused on
potential gains, thus permitting them to pursue opportunities that would otherwise be
regarded as too risky (Hambrick and D’Aveni, 1988; Nohria and Gulati, 1996). According to
Lin et al. (2009), organizational slack is likely to become critical to a firm’s
internationalization as it can be a buffer when firms face culture shock and political risk due
to foreign market expansion. Because of slack’s influence on risk-taking behavior,
managerial preferences and processes for target search will be more likely to include options
that are institutionally dissimilar and distant.

According to Staw et al. (1981), threats and potential crises induce psychological stress
and anxiety in managers, resulting in cognitive and motivational rigidity (e.g. taking mental
shortcuts, restricting information processing, tightening controls, avoidance of unfamiliar
activities and conservation of resources). For instance, Chen and Miller (2007) found that
managers of underperforming firms facing serious financial constraints limit their R&D-
related search intensity. By contrast, managers of organizations with abundant internal
resources enjoy not only greater opportunities for experimentation (Greve, 2003) but also
relatively lax performance monitoring. Although organizational slack is typically perceived
as an advantage, it may therefore encourage questionable managerial decisions. Jensen and
Meckling (1976), for instance, proposed that some managers may use slack to engage in
excessive diversification despite its negative consequences, to further their vested self-
interest.

We argue that organizational slack encourages broader organizational search that
includes geographically distant M&A targets. Pursuing M&As in general and targeting
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distant firms in particular require a firm to hold substantial financial resources that are
internally available. When a firm’s internal environment is munificent (i.e. organizational
slack is high), resources are widely available for maintaining existing strategies and
undertaking exploratory attempts for strategic repositioning (Pretorius, 2008; Greve, 2007).
Moreover, when a firm has a high level of organizational slack, it is more prone to taking on
greater risks, including acquisitions that may be difficult to integrate owing to geographic
or institutional differences. Therefore, we expect organizational slack to have a positive
relationship with the geographic and institutional distance of M&A targets:

H1a. Ceteris paribus, greater organizational slack is positively related to more
geographically distant M&A attempts.

H1b. Ceteris paribus, greater organizational slack is positively related to more
institutionally distant M&A attempts.

Industry-level environmental munificence and target proximity
Industry-level environmental munificence (or simply, industry munificence) is defined as the
availability of resources in an organization’s product or service market to support growth
(Keats and Hitt, 1988; Dess and Beard, 1984). The industry environment of a firm (also called
the task environment) is defined in terms of the line of a firm’s business (Keats and Hitt,
1988). A high level of munificence at the market level is believed to be positively related to
the availability of strategic options (Castrogiovanni, 1991). A consistent pattern of industry
growth reduces environmental uncertainty and enables firms to pursue challenging and
distant goals (Castrogiovanni, 1991; Brittain and Freeman, 1980). We therefore believe that
the industry environment is an important consideration when exploring the effects of
resource munificence on strategy and search.

In the spirit of the BTF, we theorize that an acquiring firm’s target search and selection
process will be influenced bymanagers’ perceptions of resource availability in their industry
environment. Prior work has demonstrated how firms behave significantly differently in
high-growth industries with various resource sources vis-à-vis less-munificent industry
environments (Wan and Yiu, 2009). We suggest that managers perceive, react and adapt to
the industry-level environmental munificence as they search for M&A opportunities (Tang
et al., 2010; Wan and Yiu, 2009). Owing to globalization, opportunities are often not limited
to a single country, and thus industry munificence also increases cross-border M&A activity
(Huyghebaert and Luypaert, 2010). Following the BTF, we believe firms are more likely to
engage in distant search when they face conditions of greater resource availability in their
local task environment. In task environments characterized by high levels of munificence,
the potential benefits of distant search are more likely to outweigh the costs and risk of
failure. Firms operating in this type of environment will be more likely to invest in new
business opportunities and increase M&A activity (Andrade and Stafford, 2004), including
geographically and institutionally distant deals. Under scarce industry conditions,
managers will tend to be more cautious and follow a more localized strategy (Yasai-
Ardekani, 1989) by adopting a satisficing model for organizational search. Accordingly, we
expect that firms will engage in more distant search for M&A targets when resource
availability is high at the industry level. Therefore, we hypothesize that:

H2a. Ceteris paribus, greater industry munificence is positively related to more
geographically distant M&A attempts.
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H2b. Ceteris paribus, greater industry munificence is positively related to more
institutionally distant M&A attempts.

Home country environmental munificence and target proximity
It is widely believed that home country-level environmental munificence (or home country
munificence) is also related to organizational strategy, performance, growth and survival. In
his often-cited treatise, McCarthy (1963) argues that the positive correlation found between
market cycles and acquisition activity reflects the fact that acquisitions are essentially
another form of investment, and it is reasonable to assume greater investment activity in
periods of economic growth given the higher returns associated with investment in such
periods. When resources in the broader macroeconomic environment are abundant, firms
pursue more unrelated diversification (Chatterjee and Wernerfelt, 1991). Firms also become
more entrepreneurial under conditions of greater country-level resource abundance. For
instance, Aca et al. (2012) found that home country munificence is associated with firms
pursuing greater risk-taking, proactiveness and strategic renewal.

From amanagement and organizational cognition perspective, greater munificence in the
home country contributes to increased firm-level risk-taking owing to less pressure to be
frugal, which helps facilitate greater managerial experimentation (Hayward et al., 2006;
March and Shapira, 1987; Shane and Stuart, 2002). Consistent with the BTF, we propose that
when managers make target selection decisions, they rely on their perceptions of home
country munificence. Under conditions of resource abundance at the country level,
organizational cognition and decision-making processes (including managerial biases) will
favor selecting riskier targets. In the face of a favorable macro-economic environment,
acquirers will take risks and discover viable M&A opportunities even when they involve
challenging and institutionally distant M&A targets. Ultimately, these processes will lead to
a broader scope of search for potential acquisition targets.

Therefore, we anticipate the following:

H3a. Ceteris paribus, greater home-country munificence is positively related to more
geographically distant M&A attempts.

H3b. Ceteris paribus, greater home country munificence is positively related to more
institutionally distant M&A attempts.

Organizational learning: prior international M&A experience and target proximity
Strategic decisions are influenced by routines, defined as repetitive patterns of activities that
stem from organizational experience (Nelson and Winter, 1982). The BTF describes
organizational learning as an organization’s adaptive behavior over time. With regard to
search behavior, an organization’s search rules and routines will change according to the
nature of the strategic issue and the extent to which the organization has had previous
experience with alternative search rules.

Consistent with BTF predictions, we contend that firms with prior cross-border M&A
experience will likely:

� develop general organizational routines regarding the acquisition process of foreign
companies (Dikova et al., 2010);

� broaden their search in foreign markets for accessing and deploying resources (Hitt
et al., 1998);

� develop repetitive momentum (Collins et al., 2009); and
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� obtain relevant experience for optimal post-acquisition integration (Vermeulen and
Barkema, 2001; Hebert et al., 2005).

These competencies and benefits accumulated from past international M&A experience will
likely lead acquiring firms’ managers to broaden their search and gain confidence in
selecting futureM&A targets from geographically and institutionally distant countries.

Studies have outlined how exposure to a broader array of experiences may apply to the
context of international expansion (Luo and Peng, 1999) and M&A activities (Beckman and
Haunschild, 2002). Despite the many idiosyncrasies of acquisition deals and the differences
of national institutional constraints on organizational activity, firms benefit from their
international acquisition experience as some of the acquired skills are transferrable across
deals (Dikova et al., 2010, Barkema and Schijven, 2008). Based on the above reasoning, we
predict the following:

H4a. Ceteris paribus, the relationship between environmental munificence and
geographically distant M&A attempts is moderated by the focal firm’s prior
international acquisition experience, such that greater experience will strengthen
the positive relationships.

H4b. Ceteris paribus, the relationship between environmental munificence and
institutionally distant M&A attempts is moderated by the focal firm’s prior
international acquisition experience, such that greater experience will strengthen
the positive relationships.

Methodology
Sample and dependent variables
We collected data on 7,415 cross-border M&A attempts by firms listed on Standard & Poor’s
(S&P) 500 index using the SDC Platinum Database. Our sample includes all international
M&A attempts announced from 1994 to 2009 by US firms that were listed on the S&P 500 at
the start of our period of interest, and where all data necessary for our analyses were
available. For our dependent variables, we used Berry et al.’s (2010) longitudinal data set of
geographic and institutional distance. Following these scholars’ recommendations, we used
different variables representing various types of cross-national distance in different models
instead of relying upon a single, composite proxy. Within the cross-country comparative
literature, cultural, political, financial and economic differences, all receive considerable
attention as key types of institutional distance (Ghemawat, 2007; Kogut and Singh, 1988;
Rottig, 2017; Whitley, 1992). Thus, in addition to geographic distance, we tested our
hypotheses using these categories of institutional distance. Geographic distance is
calculated using the distance between the geographic centers of acquiring and target
countries. All other distance measures are based upon multiple component variables.
Political distance is derived based on differences in democratic freedoms ratings, political
stability, common membership in the World Trade Organization and regional trade blocks,
and government consumption relative to overall size of the economy. Financial distance
incorporates differences in the size of the stock market (in terms of both market
capitalization and number of listed firms) and the domestic credit market. Economic
distance is based on differences in GDP per capita, inflation rates and imports and exports
relative to overall GDP. Cultural distance is derived from the World Values Survey results
relating to questions about power distance, uncertainty avoidance, masculinity and
individualist cultural orientations (for additional details, see Berry et al., 2010, pp. 9-12).
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Consistent with Dikova et al. (2010), we used the distance values between the target and
acquirer's home countries to derive the distance of the M&A attempt. All distance data are
expressed by a positive number, with higher numbers suggesting greater distance between
the two countries.

Independent and moderating variables
Following Cheng and Kesner (1997) and Lin et al. (2009), we operationalized organizational
slack by calculating the ratio of current assets to current liabilities, based on data from the
Compustat database. This is a common proxy for organizational slack, as it is considered a
measure of the firm’s liquidity and readily available resources (Kim et al., 2007).

For our measure of industry munificence, we used industry growth rates of each firm’s
primary industry as listed in Compustat (Keats and Hitt, 1988). Industry growth provides an
indication of the market’s attractiveness, profitability and competitive pressures (McDougall
et al., 1994). It is also probably the most widely used measure for industry munificence (Dess
and Beard, 1984; Karaevli, 2007; Misangyi et al., 2006). Following prior research (Keats and
Hitt, 1988; Castrogiovanni, 2002; Li and Tang, 2010; Tang et al., 2015), we calculated the
average sales growth in the acquiring firm’s industry over the five years prior to the date of
the focal acquisition attempt based on data obtained from Compustat.

Following Colpan (2008), we measured home country munificence by using the US GDP
growth rate data as reported in the World Bank’s World Development Indicators database.
Similar to our measures for organizational slack and industry-level munificence, GDP
growth rate is a frequently-used measure of resource availability for its specified level of
analysis (Colpan, 2008; Madanoglu et al., 2017).

To examine the effect of prior international M&A experience, we used the SDC Platinum
Database to calculate the number of cross-border M&As announced by the acquiring firm
during the four years prior to the focal M&A attempt (Barkema and Schijven, 2008 and
Fowler and Schmidt, 1989).

Control variables
We included several control variables in our models that could provide alternative
explanations for distant M&A attempts. First, we controlled for firm size as operationalized
by the log of sales. As firm profitability could also potentially explain variance in the nature
of M&A attempts, we included a return on sales (ROS) measure, calculated by net income/
sales. We also controlled for industry effects by including dummy variables based on the
first digit of the firm’s primary SIC code. The data for all of the above-mentioned control
variables were gathered from the Compustat database. Finally, we included a set of annual
time dummies to control for unexplained heterogeneity across time.

Statistical analyses
For the purposes of statistical estimation, we employed linear regression with robust
standard errors to account for dependence among clustered data at the firm level. We also
used country fixed-effects specifications to account for any unobserved heterogeneity
among target countries that could provide alternative explanations for our results.

Results
Table I provides descriptive statistics and correlations for our measures. We examined all
the variables for any multicollinearity issues that could lead to variance inflation. The
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variance inflation factor (VIF) scores for all independent, moderating and control variables
were less than 2.1, which is well below the acceptable threshold (Kleinbaum et al., 1988).

Tables II and III present the OLS regression results for all of our hypothesized
relationships. Geographic distance served as the dependent variable for tests displayed in
Table II. The dependent variables for the tests reported in Table III are cultural, economic,
political and financial distance, respectively. For Tables II and III, Model 1 includes just the
control variables and serves as a baseline. The direct effect variables, namely,
organizational slack, industry sales growth (industry munificence), GDP growth (country
munificence) and prior international acquisition experience, are introduced in Model 2.
Model 3 adds the hypothesized interaction effects. This sequence of models is repeated for
each additional dependent variable in Table III.

The results of our analyses provide significant support for the hypothesized effect of
organizational slack on more geographically distant M&As (p< 0.05), thus supportingH1a.
Further, the positive and significant coefficient for the effect of organizational slack on
politically distant M&As (p < 0.01) and the marginally significant and positive coefficient
representing the effect of organizational slack on economically distant M&As (p < 0.10),
provide partial support for H1b. We do not observe a significant relationship between

Table II.
Estimates from linear
regression analysis
for environmental
munificence and
geographically
distant M&As

Variables
Model 1
Controls

Model 2
Direct effects

Model 3
Full model

Control variables:
Firm size (log sales) 0.0021****

(0.0012)
0.0009

(0.0029)
0.0010

(0.0030)
Return on sales 0.0034****

(0.0021)
0.0032

(0.0024)
0.0035

(0.0023)
Industry dummies Included Included Included
Time effect dummies Included Included Included

Main effects:
Org slack 0.0078*

(0.0034)
0.0071*

(0.0033)
Industry growth 0.0008****

(0.0005)
0.0007****

(0.0004)
GDP growth �0.0021***

(0.0004)
�0.0033**

(0.0012)
Prior Int’l acquisition experience �0.0013

(0.0019)
�0.0007

(0.0045)

Interaction Effects:
Org slack * prior experience �0.0003

(0.0007)
Industry growth * prior experience 0.0001

(0.0002)
GDP growth * prior experience �0.0015

(0.0012)
Constant 3625.4260***

(1097.1740)
4693.0801***
(1361.3221)

4693.0738***
(1361.3107)

F-statistic 3.13* 23.75*** 21.97***
r2 0.0222 0.0263 0.0268

Notes: Standard errors are shown in parentheses below the regression coefficients, N = 7,415. * less than
0.05; ** less than 0.01; *** less than 0.001; **** Indicates a significance level of less than 0.10
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organizational slack and institutionally distant M&As with regard to cultural distance or
financial distance.

With regard to industry munificence and search for distant targets, H2a and H2b, we do
not find empirical support for our hypothesized relationships. We do observe a marginally
significant and negative relationship between industry munificence and more
geographically distant M&As, which is in the opposite direction of our predictions.
However, none of the coefficients testing the relationship between industry munificence and
institutionally distant M&As is statistically significant.

One possible explanation for the lack of significant and consistent results involving
industry munificence may have to do with sample selection. Much of the prior empirical
research on industry-level environmental munificence has focused on smaller, less
diversified firms (Tang et al., 2010; Yasai-Ardekani, 1989). By comparison, the S&P 500
acquirers used in our analysis generally operate in a greater number of industries and tend
to have the capacity to diversify even further. High levels of diversification could lead to
even more complex environmental search processes than those proposed by our model.
Resource availability conditions within a diversified firm’s largest or primary line of
business might often generate a more tangible effect on the firm’s efforts to expand into
other industries than on its international search approach. Future research involving large,
diversified multinational firms could examine not just how resource availability affects the
choice between more local or distant international search, but also how these organizations
decide whether to place greater relative emphasis on international search versus the quest
for business opportunities along horizontal and vertical dimensions.

H3a and H3b predicted a positive relationship between home-country environmental
munificence (i.e. GDP growth) and M&A search. Contrary to expectations, we find a
negative and highly significant relationship (p < 0.001) between GDP growth and
geographically distant M&As, which is in the opposite direction of the relationship
predicted in H3a. We also find a negative and significant relationship between GDP growth
and politically distant M&As. However, we also observe a positive and significant
relationship between GDP growth and culturally distant (p < 0.001), economically distant
(p< 0.001) and financially distant (p< 0.05) M&As, thus providing partial support for H3b.
Therefore, while we do not find support for H3a, we do observe a consistently significant
albeit nuanced relationship between home-country environmental munificence and distant
M&A search.

The unexpected negative and significant relationship between GDP growth and both
geographic and political distance may be due to another important factor in the
determination of cross-border M&A target selection. In addition to search distance, the
choice of cross-border M&A targets will naturally be influenced by the prevalence (i.e.
relative presence or absence) of potentially attractive acquisition targets across other
countries. This prevalence is likely to be significantly influenced by relative economic
conditions in each country. When the US economy is growing relatively rapidly, for
instance, some of the other countries most likely to be positively impacted are its closest
geographic neighbors and largest trading partners (Kandil, 2009). Thus, our measure of
home country munificence (US GDP growth rates) may be not only influencing the
international search processes of the acquiring firms but also could be helping to create a
greater number of attractive acquisition targets in countries that are geographically and
politically more proximate. It is important to note that political distance is both theoretically
and operationally considered to be reduced when countries belong to the same regional trade
blocks and international trade organizations (Berry et al., 2010). Thus, the negative
relationship between home country (US) GDP growth and both geographic and political
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distance may persist in other cases and samples where there are significant economic
spillover effects amongst countries that are close in terms of geographic and political
distance. While our statistical model included country fixed effects, this specification cannot
control for changing conditions in target countries (Diggle et al., 2013). Future research could
build upon the model we have presented here to account for both search distance and the
various factors influencing cross-country differences in the prevalence of attractive target
firms, including the degree of economic interdependence amongst countries (Albrow, 1997).

H4a predicted that firms’ international acquisition experience would positively moderate
the relationship between resource availability and geographically distant M&As. None of
the coefficients for the interactions between resource availability and prior international
acquisition experience is significant, thus we do not find support for H4a. H4b predicted
that firms’ international acquisition experience would positively moderate the relationship
between resource availability and institutionally distant M&As. When introduced as an
interaction effect, prior international acquisition experience significantly and positively
moderated the effect as predicted for organizational slack with regard to economic distance
(p < 0.01) and political distance (p < 0.01). We also found a marginally positive moderating
effect on the relationship between organizational slack and cultural distance (p < 0.10).
Additionally, our results show that prior international acquisition experience has a positive
moderating effect on the relationship between GDP growth and cultural distance (p< 0.001)
as well as economic distance (p < 0.05). Thus, we do find evidence to support H4b,
suggesting that firms engage in more institutionally distant M&As to even greater extent
when they have higher levels of prior international acquisition experience.

Discussions, limitations and implications
The purpose of this study was to examine the unique and unresolved questions of how
resource availability relates to multinational acquirers’ search processes, specifically their
target selection in the context of cross-border M&As. By applying the BTF to cross-border
M&As, we examine how the level of resource availability, both in the internal and external
environments of the firm, affects the extent to which managers engage in more distant
search for M&A targets. The overall results of our analyses support our overarching
theoretical arguments. Specifically, the results offer strong support for our hypotheses that
firms engage in more distant M&A search when they face conditions of higher external and
internal environmental munificence. As the BTF has traditionally focused on slack
resources in the firm’s internal environment, our results highlight the importance of
examining the effects of resource abundance at multiple levels of the environment in future
research.

Consistent with our predictions, we found that prior international acquisition experience
does positively moderate the relationship between home country environmental munificence
and more culturally and economically distant M&A search. Our findings suggest that firms
are more likely to engage in extensive organizational search for M&As when resources to
pursue growth and experimentation are readily available in their environments.
Additionally, these firms will be even more likely to engage in more distant search to the
extent that they have prior cross-border acquisition experience.

North (1990) emphasizes the importance of external environmental conditions (and
institutions in particular) in determining firms’ availability of opportunities and actions.
Wan and Hoskisson (2003) argue that a high level of general environmental resource
availability plays an important role in a firm’s context-specific international diversification
strategies as a response to the firm’s available set of opportunities in home country
environments. In general, dominant firms in munificent country environments may be able
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to transfer capabilities (e.g. management know-how and technology) to international
markets (Porter, 1990). However, most firms in less munificent environments lack globally
re-deployable capabilities that are critical for successfully competing in foreign markets.
Our findings reveal the need to further investigate the interaction between firm- and
country-level resource availability and its influence on the locational choice of M&A
activities. Furthermore, given the differing degree in various levels of munificence, it is
possible that certain firms consider pursuingM&A activities in countries by disaggregating
the dimensions of institutional distance (Berry et al., 2010) rather than perceiving all of them
as an aggregate notion. As our empirical analyses suggest, given the degree and nature of
difficulty and uncertainty in dealing with cultural, economic or financial distance, firmsmay
prefer to invest in countries that are either culturally, economically or financially (as
opposed to culturally, economically and financially) more accessible. In other words, firms
may discriminate between the challenges posed by each of these dimensions given the level
of resource availability in the immediate and the broader environment.

Our study also yields important practical and managerial insights. Our findings stress
the relevance of non-market factors such as resource abundance in determining managers’
search intensity and ultimately firms’M&A strategies. Extant M&A research suggests that,
on average, cross-border M&As destroy rather than create value for acquiring firms.
Moreover, successful M&As tend to be those based on sound strategic rationale. Thus, to
the extent that geographically and institutionally distant M&As have performance and
value creating (or destroying) implications for these firms, stakeholders and boards should
be vigilant to ensure that resource abundance does not drive distant search to the detriment
of firm value.

Despite our findings, our study is limited in several important ways. As we focus on
announced deals and publicly available data, we are unable to include the actual target
selection and decision-making processes that precede an M&A announcement. Our theory
of target selection relies on actual M&A attempts only and does not explicitly examine the
elimination processes and analyses that an acquirer performs prior to selecting a target.
Future case-based research may seek to examine all of the potential targets considered but
not pursued to confirm whether the framework we present applies. It is also important to
note that we did not find support for all our hypotheses. As described earlier in our
discussion of the results, future research may incorporate the impact of various target
country characteristics along with additional types of corporate development opportunities
(including diversification and vertical integration) in their search models. While we have
attempted to use the most appropriate measures for resource availability and institutional
distance, future research should continue to seek even more refined proxies (Gershewski,
2013). Additionally, because we focus on larger US-based acquirers, our findings may not be
generalizable to all other acquirers, such as smaller or emergingmarket acquirers.

The study adds to the growing research stream of understanding institutional (Dikova
et al., 2010; Chari and Chang, 2009; Collins et al., 2009; Reus and Lamont, 2009) and
geographically motivated firm strategies (Chakrabarti and Mitchell, 2015). Through the
intersection of behavioral research and the study cross-border M&As, we draw attention to
the under-explored area of how managerial behavioral and decision-making processes help
shape global strategy and corporate development.

In addition, the findings of this study point toward several avenues for future research
around the notion of industry munificence. The relationship of scarcity or abundance in
industry-specific resources with managerial cognition and behavior appear to be more
complex (Alessandri et al., 2014; Ridge et al., 2014; Miller and Chen, 1996). Levinthal and
March (1993) suggested three types of managerial biases or myopias – hubris, temporal and
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spatial – that can affect managerial perceptions of the competitive environments. Further
studies in this stream may help resolve this seemingly paradoxical phenomenon of cross-
border M&A distance and themarket cycles.

References
Aca, V., Topal, Y. and Kaya, H. (2012), “Linking intrapreneurship activities to multidimensional firm

performance in turkish manufacturing firms: an empirical study”, International
Entrepreneurship andManagement Journal, Vol. 8 No. 1, pp. 15-33.

Albrow, M. (1997),The Global Age, Stanford University Press, Palo Alto, CA.
Alessandri, T., Cerrato, D. and Depperu, D. (2014), “Organizational slack, experience, and

acquisition behavior across varying economic environments”, Management Decision,
Vol. 52 No. 5, pp. 967-982.

Andrade, G. and Stafford, E. (2004), “Investigating the economic role of mergers”, Journal of Corporate
Finance, Vol. 10 No. 1, pp. 1-36.

Argote, L. and Greve, H. (2007), “A behavioral theory of the firm 40 years and counting: introduction
and impact”,Organization Science, Vol. 18 No. 3, pp. 337-349.

Augier, M. (2013), “Behavioral theory of the firm: hopes for the past; lessons from the future”,
M@n@gement, Vol. 16 No. 5, pp. 636-652.

Barkema, H.G. and Schijven, M. (2008), “How do firms learn to make acquisitions? a review of past
research and an agenda for the future”, Journal of Management, Vol. 34 No. 3, pp. 594-634.

Barreto, I. (2012), “A behavioral theory of market expansion based on the opportunity prospects rule”,
Organization Science, Vol. 23 No. 4, pp. 1008-1023.

Bauer, F. and Matzler, K. (2014), “Antecedents of M&A success: the role of strategic complementarity,
cultural fit, and degree of speed of implementation”, Strategic Management Journal, Vol. 35
No. 2, pp. 269-291.

Baum, J.A.C., Xiao Li, S. and Usher, J.M. (2000), “Making the next move: how experimental and
vicarious learning shape the locations of chains' acquisitions”, Administrative Science Quarterly,
Vol. 45 No. 4, pp. 766-801.

Beckman, C.M. and Haunschild, P.R. (2002), “Network learning: the effects of partners'
heterogeneity of experience on corporate acquisitions”, Administrative Science Quarterly,
Vol. 47 No. 1, pp. 92-124.

Berry, H., Guillen, M.F. and Zhou, N. (2010), “An institutional approach to cross-national distance”,
Journal of International Business Studies, Vol. 41 No. 9, pp. 1460-1480.

Bourgeois, L.J. III (1981), “On the measurement of organizational slack”, Academy of Management
Review, Vol. 6 No. 1, pp. 29-39.

Brittain, J.W. and Freeman, J.H. (1980), “Organizational proliferation and density dependent selection”,
in Kimberly, J.R., Miles, R.H. and Associates (Eds.), The Organization Life Cycle, Jossey-Bass,
San Francisco, CA, pp. 291-338.

Castrogiovanni, G.J. (1991), “Environmental munificence: a theoretical assessment”, Academy of
Management Review, Vol. 16 No. 3, pp. 542-565.

Castrogiovanni, G.J. (2002), “Organization task environments: have they changed fundamentally over
time?”, Journal of Management, Vol. 28 No. 2, pp. 129-150.

Chakrabarti, A. and Mitchell, W. (2013), “The persistent effect of distance on acquisition target
selection”,Organization Science, Vol. 24 No. 6, pp. 1805-1826.

Chakrabarti, A. and Mitchell, W. (2015), “The role of geographic distance in completing related
acquisitions: evidence from U.S. chemical manufacturers”, Strategic Management Journal,
Vol. 37 No. 4, pp. 673-694.

MBR
25,3

200



www.manaraa.com

Chakrabarti, R., Gupta-Mukherjee, S. and Jayaraman, N. (2009), “Mars-Venus marriages: culture
and cross-border M&A”, Journal of International Business Studies, Vol. 40 No. 2,
pp. 216-236.

Chari, M. and Chang, K. (2009), “Determinants of the share of equity sought in cross-border
acquisitions”, Journal of International Business Studies, Vol. 40 No. 8, pp. 1277-1297.

Chatterjee, S. and Wernerfelt, B. (1991), “The link between resources and type of diversification: theory
and evidence”, Strategic Management Journal, Vol. 12 No. 1, pp. 33-48.

Chen, W.R. and Miller, K.D. (2007), “Situational and institutional determinants of firms’ R&D search
intensity”, Strategic Management Journal, Vol. 28 No. 4, pp. 369-381.

Cheng, J. and Kesner, I. (1997), “Organizational slack and response to environmental shifts: the impact
of resource allocation patterns”, Journal of Management, Vol. 23 No. 1, pp. 1-18.

Collins, J., Holcomb, T., Certo, S., Hitt, M. and Lester, R. (2009), “Learning by doing: cross-border
mergers and acquisitions”, Journal of Business Research, Vol. 62 No. 12, pp. 1329-1334.

Colpan, A. (2008), “Are strategy-performance relationships contingent on macroeconomic
environments? evidence from Japan’s textile industry”, Asia Pacific Journal of Management,
Vol. 25 No. 4, pp. 635-665.

Cyert, R.J. and March, J.G. (1963), A Behavioral Theory of the Firm, 2nd Ed., Prentice-Hall, Englewood
Cliffs, NJ.

Dess, G.G. and Beard, D.W. (1984), “Dimensions of organizational task environments”, Administrative
Science Quarterly, Vol. 29 No. 1, pp. 52-73.

Diggle, P.J., Heagerty, P.J., Liang, K.Y. and Zeger, S.L. (2013), Analysis of Longitudinal Data, 2nd Ed.,
Oxford University Press, Oxford.

Dikova, D., Sahib, P.R. and Witteloostuijn, A.V. (2010), “Cross-border acquisition abandonment and
completion: the effect of institutional differences and organizational learning in the international
business service industry,1981-2001”, Journal of International Business Studies, Vol. 41 No. 2,
pp. 223-245.

Fowler, K.L. and Schmidt, D.R. (1989), “Determinants of tender offer post-acquisition financial
performance”, Strategic Management Journal, Vol. 10 No. 4, pp. 339-350.

Gavetti, G., Greve, H.R., Levinthal, D.A. and Ocasio, W. (2012), “The behavioral theory of the firm:
assessment and prospects”,The Academy ofManagement Annals, Vol. 6 No. 1, pp. 1-40.

Gershewski, S. (2013), “Improving on the Kogut & Singh metric of psychic distance”, Multinational
Business Review, Vol. 21 No. 3, pp. 257-268.

Ghemawat, P. (2007), Redefining Global Strategy: Crossing Borders in a World Where Differences Still
Matter, Harvard Business School Press, Boston, MA.

Greve, H.R. (2003), “A behavioral theory of R&D expenditures and innovations: evidence from
shipbuilding”,Academy ofManagement Journal, Vol. 46 No. 6, pp. 685-702.

Greve, H.R. (2007), “Exploration and exploitation in product innovation”, Industrial and Corporate
Change, Vol. 16 No. 5, pp. 945-975.

Haleblian, J., Devers, C., McNamara, G., Carpenter, M. and Davison, R. (2009), “Taking stock of what we
know about mergers and acquisitions: a review and research agenda”, Journal of Management,
Vol. 35 No. 3, pp. 469-502.

Haleblian, J., Kim, J. and Rajagopalan, N. (2006), “The influence of acquisition experience and
performance on acquisition behavior: evidence from the U.S. commercial banking industry”,
Academy ofManagement Journal, Vol. 49 No. 2, pp. 357-370.

Hambrick, D.C. and D’Aveni, R.A. (1988), “Large corporate failures as downside spirals”,
Administrative Science Quarterly, Vol. 33 No. 1, pp. 1-23.

Haunschild, P.R., Davis-Blake, A. and Fichman, M. (1994), “Managerial overcommitment in corporate
acquisition processes”,Organization Science, Vol. 5 No. 4, pp. 528-540.

Behavioral
approach

201



www.manaraa.com

Hayward, M.L.A. and Hambrick, D.C. (1997), “Explaining the premiums paid for large
acquisitions: evidence of CEO hubris”, Administrative Science Quarterly, Vol. 42 No. 1,
pp. 103-127.

Hayward, M.L.A., Shepherd, D.A. and Griffin, D. (2006), “A hubris theory of entrepreneurship”,
Management Science, Vol. 52 No. 2, pp. 160-172.

Hebert, L., Very, P. and Beamish, P.W. (2005), “Expatriation as a bridge over troubled water: a
knowledge-based perspective applied to cross-border acquisitions”, Organization Studies,
Vol. 26 No. 10, pp. 1455-1476.

Hitt, M.A., Harrison, J.S., Ireland, R.D. and Best, A. (1998), “Attributes of successful and unsuccessful
acquisition of U.S. firms”, British Journal of Management, Vol. 9 No. 2, pp. 91-114.

Hoehn-Weiss, M. and Barden, J.Q. (2014), “The influences of capital market munificence on new-venture
alliance formation in emerging industries”, Strategic Organization, Vol. 12 No. 4, pp. 225-243.

Huyghebaert, N. and Luypaert, M. (2010), “Antecedents of growth through mergers and acquisitions:
empirical results from Belgium”, Journal of Business Research, Vol. 63 No. 4, pp. 392-403.

Jensen, M.C. and Meckling, W.H. (1976), “Theory of the firm: managerial behavior, agency costs and
ownership structure”, Journal of Financial Economics, Vol. 3 No. 4, pp. 305-360.

Kandil, M. (2009), “Spillover effects of U.S. business cycles on Latin America and the Caribbean”,
Journal of Economic Issues, Vol. 43 No. 4, pp. 971-996.

Karaevli, A. (2007), “Performance consequences of new CEO ‘outsiderness’: moderating effects of pre-
and post-succession contexts”, Strategic Management Journal, Vol. 28 No. 7, pp. 681-706.

Karim, S. and Mitchell, W. (2000), “Path-dependent and path- breaking change: reconfiguring business
resources following acquisitions in the U.S. medical sector, 1978–1995”, Strategic Management
Journal, Vol. 21 Nos 10/11, pp. 1061-1081.

Kaul, A. (2012), “Technology and corporate scope: firm and rival innovation as antecedents of corporate
transactions”, Strategic Management Journal, Vol. 33 No. 4, pp. 347-367.

Kaul, A. and Wu, B. (2016), “A capabilities-based perspective on target selection in acquisitions”,
Strategic Management Journal, Vol. 37 No. 7, pp. 1220-1239.

Keats, B. and Hitt, M. (1988), “A causal model of linkages among environmental dimensions, macro
organizational characteristics, and performance”, Academy of Management Journal, Vol. 31
No. 3, pp. 570-598.

Kim, Y.H., Rhim, J.C. and Friesner, D.L. (2007), “Interrelationships among capital structure, dividends
and ownership: evidence from South Korea”, Multinational Business Review, Vol. 15 No. 3,
pp. 25-43.

Kleinbaum, D.G., Kupper, L.L. and Muller, K.E. (1988), Applied Regression Analysis and Other
Multivariable Methods, PWS Publishing, Boston, MA.

Kogut, B. and Singh, H. (1988), “The effect of national culture on the choice of entry mode”, Journal of
International Business Studies, Vol. 19 No. 3, pp. 411-432.

Kostova, T. (1996), “Transnational transfer of strategic organizational practices: a contextual
perspective”,Academy ofManagement Review, Vol. 24 No. 2, pp. 308-324.

Levinthal, D. and March, J.G. (1993), “The myopia of learning”, Strategic Management Journal, Vol. 14
No. 2, pp. 94-112.

Levitt, B. and March, J.G. (1988), “Organizational learning”, in Scott, W.R. and Blake, J. (eds.), Annual
Review of Sociology, Vol. 14, Annual Reviews, Palo Alto, CA, pp. 319-340.

Li, J. and Tang, Y. (2010), “CEO hubris and firm risk taking in China: the moderating role of managerial
discretion”,Academy ofManagement Journal, Vol. 53 No. 1, pp. 45-68.

Lin, W., Cheng, K. and Liu, Y. (2009), “Organizational slack and firm's internationalization: a
longitudinal study of high-technology firms”, Journal of World Business, Vol. 44 No. 4,
pp. 397-406.

MBR
25,3

202



www.manaraa.com

Luo, Y. and Peng, M.W. (1999), “Learning to compete in a transition economy: Experience, environment,
and performance”, Journal of International Business Studies, Vol. 30 No. 2, pp. 269-296.

McCarthy, G.D. (1963),Acquisitions andMergers, The Ronald Press Company, New York, NY.
McDougall, P.P., Covin, J.G., Robinson, R.B. and Herron, L. (1994), “The effects of industry growth and

strategic breadth on new venture performance and strategy content”, Strategic Management
Journal, Vol. 15 No. 7, pp. 537-554.

Madanoglu, M., Alon, I. and Shoham, A. (2017), “Push and pull factors in international franchising”,
International Marketing Review, Vol. 34 No. 1, pp. 29-45.

March, J.G. (1991), “Exploration and exploitation in organizational learning”, Organization Science,
Vol. 2 No. 1, pp. 71-87.

March, J.G. and Shapira, Z. (1987), “Managerial perspectives on risk and risk taking”, Management
Science, Vol. 33 No. 11, pp. 1404-1418.

Martinez-del-Rio, J., Antolin-Lopez, R. and Cespedes-Lorento, J.J. (2015), “Being green against the wind?
the moderating effect of munificence on acquiring environmental competitive advantages”,
Organization & Environment, Vol. 28 No. 2, pp. 181-203.

Meyer, K.F., Estrin, S., Bhaumik, S.K. and Peng, M.W. (2009), “Institutions, resources, and entry
strategies in emerging economies”, Strategic Management Journal, Vol. 30 No. 1, pp. 61-80.

Miller, D. and Chen, M. (1996), “The simplicity of competitive repertoires: an empirical analysis”,
Strategic Management Journal, Vol. 17 No. 6, pp. 419-439.

Misangyi, V.F., Elms, H., Greckhamer, T. and Lepine, J.A. (2006), “A new perspective on a fundamental
debate: a multilevel approach to industry, corporate, and business unit effects”, Strategic
Management Journal, Vol. 27 No. 6, pp. 571-590.

Nadkarni, S. and Barr, P.S. (2008), “Environmental context, managerial cognition, and strategic action:
an integrated view”, StrategicManagement Journal, Vol. 29 No. 13, pp. 1395-1427.

Nadolska, A. and Barkema, H.G. (2007), “Learning to internationalise: the pace and success of foreign
acquisitions”, Journal of International Business Studies, Vol. 38 No. 7, pp. 1170-1186.

Nelson, R.R. andWinter, S.G. (1982), An Evolutionary Theory of Economic Change, Harvard University
Press, Cambridge, MA.

Nohria, N. and Gulati, R. (1996), “Is slack good or bad for innovation?”, Academy of Management
Journal, Vol. 39 No. 5, pp. 1245-1264.

North, D. (1990), Institutions, institutional change and economic performance, Cambridge University
Press, Cambridge.

Park, N.K. and Mezias, J.M. (2005), “Before and after the technology sector crash: the effect of
environmental munificence on stock market response to alliances of e-commerce firms”,
Strategic Management Journal, Vol. 26 No. 11, pp. 987-1007.

Pfeffer, J. and Salancik, G.R. (1978), The External Control of Organizations: A Resource Dependence
Perspective, Harper and Row, New York, NY.

Porter, M.E. (1990),The Competitive Advantage of Nations, Free Press, New York, NY.
Pretorius, M. (2008), “When Porter's generic strategies are not enough: complementary strategies for

turnaround situations”,The Journal of Business Strategy, Vol. 29 No. 6, pp. 19-28.
Reus, T. and Lamont, B.T. (2009), “The double-edged sword of cultural distance in international

acquisitions”, Journal of International Business Studies, Vol. 40 No. 8, pp. 1298-1316.
Ridge, J.W., Kern, D. and White, M.A. (2014), “The influence of managerial myopia on firm strategy”,

Management Decision, Vol. 52 No. 3, pp. 602-623.
Rottig, D. (2008), Institutional Distance, Social Capital and The Performance of Foreign Acquisitions in

The United States, Unpublished Doctoral Dissertation, Florida Atlantic University, Boca Raton,
FL.

Behavioral
approach

203



www.manaraa.com

Rottig, D. (2017), “Meta-analyses of culture's consequences for acquisition performance: an examination
of statistical artifacts, methodological moderators, and the context of emerging markets”,
International Journal of EmergingMarkets, Vol. 12 No. 1, pp. 8-37.

Rottig, D., Reus, T.H. and Tarba, S.Y. (2013), “The impact of culture on mergers and acquisitions: a
third of a century of research”, Advances in Mergers and Acquisitions, Emerald Group
Publishing, Bingley, pp. 135-172.

Schneper, W.D., Wernick, D.W. and Von Glinow, M.A. (2013), “Stakeholder voice, corporate
dysfunction and change: an organizational learning perspective”, in Burke, S.J. and Cooper, C.L.
(Eds.), Voice and Whistleblowing in Organizations: Overcoming Fear, Fostering Courage and
Unleashing Candor, Edward Elgar Publishing, Cheltenham, pp. 113-136.

Scott, W.R. (1992), Organizations: Rational, Natural, and Open Systems, Prentice-Hall, Englewood
Cliffs, NJ.

Seth, A., Song, K.P. and Pettit, R.R. (2002), “Value creation and destruction in cross-border acquisitions:
an empirical analysis of foreign acquisitions of U.S. firms”, Strategic Management Journal,
Vol. 23 No. 10, pp. 921-940.

Shane, S. and Stuart, T. (2002), “Organizational endowments and the performance of university start-
ups”,Management Science, Vol. 48 No. 1, pp. 154-170.

Shimizu, K., Hitt, M.A., Vaidyanath, D. and Pisano, V. (2004), “Theoretical foundations of cross-border
mergers and acquisitions: a review of current research and recommendations for the future”,
Journal of International Management, Vol. 10 No. 3, pp. 307-353.

Sirmon, D.G., Hitt, M.A. and Ireland, R.D. (2007), “Managing firm resources in dynamic environments
to create value: looking inside the black box”, Academy of Management Review, Vol. 32 No. 1,
pp. 273-292.

Slangen, A.H.L. (2006), “National cultural distance and initial foreign acquisition performance: the
moderating effect of integration”, Journal ofWorld Business, Vol. 41 No. 2, pp. 161-170.

Stahl, G.K. and Voigt, A. (2008), “Do cultural differences matter in mergers and acquisitions? a tentative
model and examination”,Organization Science, Vol. 19 No. 1, pp. 160-176.

Staw, B.M. and Szwajkowski, E. (1975), “The scarcity-munificence component of organizational
environments and the commission of illegal arts”, Administrative Science Quarterly, Vol. 20
No. 3, pp. 345-354.

Staw, B.M., Sandelands, L.E. and Dutton, J.E. (1981), “Threat rigidity effects in organizational behavior:
a multilevel analysis”,Administrative Science Quarterly, Vol. 26 No. 4, pp. 501-524.

Steigenberger, N. (2016), “The challenge of integration: a review of the M&A integration literature”,
International Journal of Management Reviews, available at: http://onlinelibrary.wiley.com/doi/
10.1111/ijmr.12099/full

Tan, J. and Peng, M.W. (2003), “Organizational slack and firm performance during economic
transitions: two studies from an emerging economy”, Strategic Management Journal, Vol. 24
No. 13, pp. 1249-1263.

Tang, Z., Kresier, P., Marino, L. and Weaver, K.M. (2010), “Exploring proactiveness as a moderator in
the process of perceiving industry munificence: a field study of SMEs in four countries”, Journal
of Small BusinessManagement, Vol. 48 No. 2, pp. 97-115.

Tang, Y., Li, J. and Yang, H. (2015), “What I see, what I do: how executive hubris affects firm
innovation”, Journal of Management, Vol. 41 No. 6, pp. 1698-1723.

Thomson Reuters (2016), Mergers & Acquisitions Review: Financial Advisors (Full Year 2016),
Thomson Reuters, New York, NY, available at: http://share.thomsonreuters.com/general/PR/
MA_4Q_2016_E.pdf

Vermeulen, F. and Barkema, H. (2001), “Learning through acquisitions”, Academy of Management
Journal, Vol. 44 No. 3, pp. 457-476.

MBR
25,3

204

http://onlinelibrary.wiley.com/doi/10.1111/ijmr.12099/full
http://onlinelibrary.wiley.com/doi/10.1111/ijmr.12099/full
http://share.thomsonreuters.com/general/PR/MA_4Q_2016_E.pdf
http://share.thomsonreuters.com/general/PR/MA_4Q_2016_E.pdf


www.manaraa.com

Wan, W.P. and Hoskisson, R.E. (2003), “Home country environment, corporate diversification
strategies, and firm performance”,Academy ofManagement Journal, Vol. 46 No. 1, pp. 27-45.

Wan, W.P. and Yiu, D.W. (2009), “From crisis to opportunity: environmental jolt, corporate
acquisitions, and firm performance”, Strategic Management Journal, Vol. 30 No. 7, pp. 791-801.

Whitley, R. (1992), Business Systems in East Asia: Firms, Markets, and Societies, SAGE Publications,
London.

Wiseman, R. and Bromiley, P. (1996), “Towards a model of risk in declining organizations: an empirical
examination of risk, performance and decline”,Organization Science, Vol. 7 No. 5, pp. 524-543.

Yasai-Ardekani, M. (1989), “Effects of environmental scarcity and munificence on the relationship
of context to organizational structure”, Academy of Management Journal, Vol. 32 No. 1,
pp. 131-156.

Zaheer, S. (1995), “Overcoming the liability of foreignness”, Academy of Management Journal, Vol. 38
No. 2, pp. 341-363.

Zhang, J. and Ebbers, H. (2010), “Why half of China’s overseas acquisitions could not be completed”,
Journal of Current Chinese Affairs, Vol. 39 No. 2, pp. 101-131.

Corresponding author
Rimi Zakaria can be contacted at: zakariar@uww.edu

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com

Behavioral
approach

205

mailto:zakariar@uww.edu


www.manaraa.com

Reproduced with permission of copyright
owner. Further reproduction prohibited

without permission.


	Resource availability, international acquisition experience, and cross-border M&A target search
	Introduction
	Literature review
	The behavioral theory of the firm
	Factors that influence target search in cross-border M&As
	Open-systems view and cross-border M&As

	Hypothesis development
	Organizational slack and target proximity
	Industry-level environmental munificence and target proximity
	Home country environmental munificence and target proximity
	Organizational learning: prior international M&A experience and target proximity

	Methodology
	Sample and dependent variables
	Independent and moderating variables
	Control variables
	Statistical analyses

	Results
	Discussions, limitations and implications
	References


