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Cross‐Border M&A 

Under a rapidly changing and globalizing environment, mergers and acquisitions (M&As) have become 

one of the most important strategic initiatives (Caiazza & Volpe, 2015a ; Hitt, Harrison, & Ireland, 2001). 

In this context, cross‐border M&As are increasingly popular (Hitt et al., 2009; Shimizu, Hitt, Vaidyanath, 

& Vincenzo, 2004). Cross‐border M&As provide various opportunities and benefits such as expeditious 

entry into new markets by gaining local knowledge, supplier networks, government relationships, and 

customers embedded in the target firm (Caiazza & Volpe, 2015b ; Hitt et al., 2009). 

 

According to Baker & McKenzie, a major law firm, total value of cross‐border M&As was more than 

$1.6 trillion in 2015, approaching the all‐time high of $1.8 trillion in 2007 just before the financial crisis. 

Results of a survey conducted by Bloomberg in 2011 also reported that 49% of global M&As in 2010 

were cross‐border transactions. Seventy‐five percent of survey respondents answered that cross‐border 

M&As would be more attractive than domestic ones (Bloomberg, 2011; Caiazza & Ferrara, 2016). 

 

Academics and practitioners discuss various issues associated with M&As and extend our understanding 

of motives, key success factors, and challenges (Barkema & Schijven, 2008; Bauer & Matzler, 2014; 

Haleblian, Devers, McNamara, Carpenter, & Davison, 2009). The dynamics of cross‐border M&As are 

largely similar to those of domestic M&As. However, due to their international nature, they also involve 

unique challenges, as countries have different economic, institutional, and cultural structures. Such 

challenges include difficulty in appropriate valuation of foreign targets; country and organizational 

cultural clashes; liability of foreignness; and difficulties in hiring, utilizing, and retaining foreign 

employees (Barkema, Bell, & Pennings, 1996; Shimizu et al., 2004; Zaheer, 1995). As exemplified by 

Daimler‐Chrysler, a large number of cross‐border M&As result in failure (e.g., Christensen, Alton, 

Rising, & Waldeck, 2011). 

 

Historically, research on cross‐border M&As has predominantly focused on multinational corporations 

from developed countries such as the United States and some European countries and often examines 

M&As as a mode of foreign‐market entry from economic and financial perspectives (Chari & Chang, 

2009; Shimizu et al., 2004). In the past two decades, however, we observe two new major trends. 
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First, significant attention has been paid to the growing importance of emerging markets (Gammeltoft, 

Barnard, & Madhok, 2010; Khanna & Palepu, 2010). The importance of emerging markets has become 

particularly noticeable; when the acronym BRICs (Brazil, Russia, India, and China) was introduced in 

2001 by a Goldman Sachs analyst, it quickly become a buzzword around the world. To the extent that 

developed markets such as the United States, Europe, and Japan are maturing, many multinational 

corporations (MNCs) seek their future growth opportunities in emerging markets such as Asia, Africa, 

and Latin America. Moreover, we also observe M&As initiated by MNCs from emerging countries, and 

vigorous research has begun on such M&As (e.g., Aybar & Ficici, 2009; Madhok & Keyhani, 2012). 

 

Second, the issues associated with postmerger integration (PMI) received a renewed attention, although 

the importance of PMI has been recognized (Caiazza, 2016; Haspeslagh & Jemison, 1991). It is partly 

because researchers started realizing that we cannot explain M&A performance with antecedent variables 

such as acquirer type, relatedness, method of payment, and acquisition experience (King, Dalton, Daily, 

& Covin, 2004). Moreover, PMI is particularly challenging in cross‐border M&As due to differences 

existing at both the national and corporate levels, which Barkema et al. (1996) calls “double‐layered 

acculturation.” In fact, conventional financial performance measures, such as abnormal return, were also 

being questioned because such measures do not reflect the PMI processes (Caiazza & Dauber 2015; Zollo 

& Meier, 2008). Many international scholars stress the importance of PMI from a sociocultural 

perspective and suggest a need for further research (e.g., Sarala, Junni, Cooper, & Tarba, 2014; Stahl et 

al., 2013). 

 

Researchers suggest that examining PMI from an economic perspective has limitations and that we should 

employ sociocultural and behavioral perspectives (Stahl et al., 2013). By doing so, we need to pay 

attention to cultural fit, human resource management, management style similarity, politics, cultural 

tolerance, and social climate (Sarala et al., 2014; Stahl et al., 2013). It is also suggested that imposing 

acquirer's culture and knowledge on acquired firm may not productive. Instead, a more flexible approach, 

possibly encouraging and utilizing bottom‐up movement from the acquired firm may be important 

(Colman & Grogaard, 2013). 

 

Among various issues, a few interesting topics emerge. First, there has been a debate in terms of how 

much an acquirer should integrate an acquired firm and how much autonomy an acquirer should provide 

to realize potential synergy of the acquisition. Although some researchers assume that more integration is 

better (e.g., Bauer & Matzler, 2014), it is also suggested that a contingent perspective is needed on this 

issue. For example, Zaheer, Castner, and Souder (2011, p. 604) argue that “integration and autonomy are 

not the opposite ends of a single continuum” and certain conditions contribute to both high integration 

and high autonomy. 

 

Second, while cultural differences had been assumed to have negative impact on PMI and resulting 

performance and knowledge transfer, the assumption is also questioned (e.g., Bauer & Matzler, 2014). 

Although cultural similarity enhances PMI, integrating different cultures has positive effects on acquirer 

performance through learning opportunities (Reus & Lamont, 2009). Similarly, while we tend to regard 
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high knowledge transfer as positive, Reus, Lamont, and Ellis (2015) point out the possibility of negative 

effects of knowledge transfer. 

 

Third, past research tends to conceptualize culture holistically, often using the measures proposed by 

Kogut and Singh (1988). More recent research examines specific elements consisting of the cultural 

differences. For example, Cuypers, Ertug, and Hennart (2015) examine the effects of linguistic distance 

and lingua franca. 

 

In relation to PMI, how we measure M&A performance has been a major issue (Zollo & Meier, 2008). 

For example, Stahl et al. (2013) suggests that M&A performance measures can be categorized into five 

different types: financial measures, economic measures, strategic measures, executive measures, and 

regulatory measures. Similarly, by reviewing various measures used in the M&A research, Zollo and 

Meier (2008) concluded that M&A performance is a multifaceted construct and that there is no one 

overarching measure. 

 

Challenges and Opportunities in Global Business Environment 

Starting from existing studies on cross‐border M&As, our special issue aims to evidence challenges and 

opportunities in the global business environment. At this aim, “Management of Overseas Acquisitions by 

Developing‐Country Multinationals and Its Performance Implications: The Indian Example” starts from 

the assumption that developing‐country multinationals (DMNCs) make overseas acquisitions to leverage 

extant capabilities of acquired companies in order to enter foreign markets and acquire their know‐how to 

enhance their own competitiveness against global competition at home and abroad. The article goes 

“inside the black box” to examine how DMNCs manage those acquisitions and the attendant implications 

for postacquisition performance. When DMNCs keep the acquired firm “structurally separate” from their 

own organization and retain its senior executives, they exhibit better acquisition performance. Also, 

“linking mechanisms” to coordinate interdependencies between the two firms improves performance, 

especially when the acquired firm is kept structurally separate. Analyses of large‐sample data of Indian 

DMNCs’ overseas acquisitions show that DMNCs’ light‐handed approach to manage acquisitions, despite 

acquiring majority ownership in them, seems suited to their acquisition objectives. 

 

“Defying Distance? Cross‐Border Acquisitions by Emerging‐Economy Firms” argues that emerging‐

economy firm international location choices are driven by the pursuit of dynamic efficiency rather than 

the immediate minimization of transaction and learning costs, and hence the relationship between country 

distance and the number of cross‐border acquisitions will be less negative for these firms relative to 

advanced‐economy firms. It then tests the hypothesis with respect to four measures of country distance—

geographic, economic, cultural, and institutional—and find support for the hypothesis. The study provides 

empirical support for claims in the literature about differences in the international expansion behavior of 

emerging‐economy firms with respect to location. In addition, it makes a theoretical contribution by 

showing that the theoretical perspective of dynamic efficiency can explain the difference in the location 

choices for cross‐border acquisitions by emerging‐economy firms relative to those by advanced‐economy 

firms. 
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“The Canon Acquisition of Océ: A Qualitative Analysis of a Successful Sociocultural Integration” is 

based on an inductive, qualitative research approach that comprises in‐depth, semistructured executive 

interviews, employee observations, internal company data, and external media accounts. The study 

analyzes the recent large‐scale acquisition of the Dutch Océ N. V. by the Japanese Canon Inc. Despite 

their significantly different national cultural heritages and considerably contrasting organizational cultural 

practices, both companies were able to successfully manage the sociocultural integration process. 

Building on a recently published marriage metaphor model of sociocultural integration, this study 

sketches out explicit links between national cultural value orientations and the respective organizational 

cultural practices, identifies and discusses key success factors for each of the three stages of the 

acquisition process (i.e., preacquisition, closing, and postacquisition stages), and examines the 

interconnectedness of these success factors across the three stages by discussing interlocking best 

practices. In so doing, this study provides a more dynamic and encompassing account of the key factors 

that determine the success of the sociocultural integration process in international acquisitions. 

 

“Acquisitions Entry Strategies in Africa: The Role of Institutions, Target‐Specific Experience, and Host‐

Country Capabilities—The Case Acquisitions of Finnish Multinationals in Africa” points to international 

acquisitions as an important foreign direct investment mode for firms seeking foreign‐market entry. The 

number and value of cross‐border mergers and acquisitions (M&As) increased about ten times between 

1990 and 2008, and cross‐border M&As now account for the vast majority of total global FDIs. As 

multinational enterprises (MNEs) are increasingly using acquisitions as a growth option, they have also 

set up acquisition departments/units responsible for acquisition process and decisions. These 

developments suggest that managers are systematically omitting other entry mode choices (e.g., 

greenfields entries) from their decision process and are focusing on acquisitions rather than exploring 

alternative entry mode choices. Based on these assumptions, the article explores acquisition strategies as 

strategic entry decisions rather than as dichotomous choices with greenfield investments using the case of 

Finnish multinationals in Africa. 

 

“When Organizational Justice Matters for Affective Merger Commitment” focuses on the topic of 

organizational justice according to which employees who are treated fairly during acquisitions are more 

committed to their new firms. The article extends this finding by dividing organizational justice into three 

subdimensions: informational justice, interpersonal justice, and procedural justice. It finds evidence that 

procedural justice is an important antecedent of affective merger commitment at an early stage of the 

integration period, while informational justice becomes important at a later stage. Further analysis on 

heterogeneity between target firms’ employees and bidder firms’ employees reveals that immediately 

after the acquisition, target firms’ employees value knowing where they will be at the new firm 

(procedural justice), while bidder‐firm employees are more concerned about communication and 

transparency (informational justice). The article's results point to the importance of organizational justice 

in a cross‐border M&A setting and the need for a separate study of issues related to bidder firms and 

target firms. 

 

Finally, “New Geography of M&As: A Framing Device of Firms’ Strategies” starts from the assumption 

that the emergence of new economic centers is changing the competitive scenario. The diffusion of power 
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across an increasingly broad range of countries has opened a window of opportunity for firms from China 

that want to compete globally. These firms understand their options in exploiting economic geography, 

and they frequently use cross‐border M&As to penetrate developed countries. The United States and 

Europe are becoming natural destinations for such investments because of their huge markets and leading‐

edge technologies. Based on these assumptions, the article provides a framing device for firms’ strategies 

in a multipolar world. 

 

Overall, we are greatly honored to introduce these six articles that aggressively attack important and 

challenging topics in cross‐border M&As. We believe that these articles stimulate interests and 

conversations regarding cross‐border M&As and contribute to further development of our understanding. 
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