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ABSTRACT

ABSTRACT

As a typical “human society” and “ranking community”, the entrepreneur's
political connection level plays a key role in determining the company’s social status
and influence in China. This paper studies the entrepreneur’s “forces” (political
connection level), which is the most important horizontal social connections and the
corporate’s “boundary” (i.e. cross-industry and cross-regional M&As) by applying
multivariate regression models and the jumping-sample method. We develop an
empirical research under the theory of social relations (political connection) based on
actual controllers (entrepreneurs) of private small and medium enterprises board. In
addition, we also explore the impact of entrepreneur’s social experience on corporate
M&A activities.

Firstly, from the perspective of horizontal social relations, this paper explores the
relationship between actual controllers “forces” and cross-industry M&As. The results
show that: (1) both the possibility of cross-industry M&As and the number of industry
enterprises involved are significantly positively related to actual controller’s
“impacts”; (2) the enterprises, which actual controller has better political connection,
are more likely to entering the most profitable industries, such as the real estate and
financial and insurance industry; (3) the actual controllers “forces” is successful in
encouraging M&As management of regulated industry subjects.

Secondly, we analyze the impact of the actual controller’s “forces” on
cross-regional M&A activities under a horizontal social relationship. The results show
that: (1) The increase of actual controller’s “impacts” would encourage the cross-city
M&As, but discourage the cross-province M&As; (2) enterprises with a more
“influential” actual controller tend to seek target companies in developing areas.
While the actual controller’s “influence” will be reduced, if acquirers come from more
developed areas; (3) enterprises with a more “influential” actual controller is also
stimulated to merge companies that are undervalued by the market.

Finally, this paper explores the effects of actual controller’s social experience on
the enterprises boundary. we find that: (1) actual controller’s working experience in a
state-owned company have a significantly negative effect on cross-industry M&As,
while no obvious effects on cross-regional activities; (2) there is no clear relationship

between science and education experience of actual controller and cross-regional

II



ABSTRACT

M&As, but the relationship is found to be positively related to cross-industry M&A
activities; (3) Though venture experience of actual controllers has no obvious effect
on cross-industry M&As, the experience remarkably promotes cross-province and
cross-city M&As.

Through analyzing the “influence” (political connection level) of actual
controllers on various M&A activities, this paper enriches the existing the political
connections theory and the research in M&As.

Keywords: Actual Controllers; Mergers and Acquisitions; Social Connections
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