-

View metadata, citation and similar papers at core.ac.uk brought to you byf’f CORE

provided by Xiamen University Institutional Repository

2 YmiS: 10384 HRE B
%¥ 5. 32120090153193 UDC

B r3
[EE= VA 7SS

HIEER CEO FHMRKMIFHIR S HME
—E T HREERINSSIER

Institutional Efficiency, CEQ’s Decision Preference
Reversals and M&A Performance: Based on Bounded
Rationality Dynamic Analysis Framework

SRR &

AL B XL oM H R
+ &k oz A& W % ¥
WXRXBH: 2014% 5 A
WX EHETE: 2014 5F A
AT HEE: 2014 % A

BWERASYR:
oW A

2014 75 H


https://core.ac.uk/display/41388742?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

BiIXFEFAE R EE R

AN EAZ WAL SOEARNAE IR TR, JAL 5 R E STk
Ko RNEWRSCEAF P25 AN NBERAR DL AR SR, B
AR BUE 7 A AR I, IR S e (R R ART T A
AFESIHE GAAT)).

T iz SN ( ) PR (D)
RIBFTECR, 3RAT ( ) BB (A1) & PREiSE =
i, 1E ( ) SERETE . GEAE B S AIHG R

L R A De NS S AR ARATIEIUR W AR, T AAM RS

TR

PN (B42):

F H H



EIXFF (e L ZEUE RS I

AN TREARYE (e N B ] 22 A7 26 58 A T 5 Jt 7
) SERUE DR A I 22 AR S0, I A T T R EH LA IE AT
ARSI CRUFRARFURCAT T 160, SRVF A IR SCHE BT TR 7 115
T R AR R T A5 T o AR T T REE R 2 i O 4= [
128 BN 0 o= VAL EEAS <8R VA6 DY s i A2 O B VA o 9] AN I
TR m B, R AEE S bl sl e U s E BRI A A0 3.

N VA S

C ) L SETTRPAREZ L2 H A IR AR 30 T

¥4 B, fE RS IR

( ) 2. ABRE, T BRI

G fE A A NAS 5 4T “ V7 BE AN AR R 20718 3
PE Q2T TR DR 2w e R 2 AR 0, R T TR IR

22 A2 O (1L ST AT AR SC o R WIS Y, BRIA
NATFEAL RS, SBIEH FREAL)

FUIN (BE40):
¥ H H






w =

ATCAE 2008 FaBREREILT SN, UATIREVEB TS, H U CEO
AT G AR R B R, SR S ARG BRRCR. (LU R AR R ik
AN BUBAT LB 2 ——A7 N JF I BB (R A HESE b, Aok it 77— A shas il —
— AT NI EAR K AT HESE  iZAHE SR LA IR 2001 52 2009 4 (A _E T 2 7] i 37
WIFIETE ) AW 5, MRS i AR ik, N CEO TRt el if
Fesmmr e gl i, Rgurtr T RE WA I G AT, AR B+
FFEIE S 3 ML AN 2235 5 AL o AT DA 3 T T 37 P 5y 1l S8 e 5 iyl 2 ]
RIIF ISR I T AN SE HERIAT 0 W 55 MR

FEFAR RS T, A SCE SE A mIG BT AU e M I e CEO i &
FRAT A S e A L, A it AR AL G0 A 1 2 0 X I I S5 1) 5 i o TR T
WA TR BEA ARAEAE DAL AU, HATRUN ~ TR BZR, BENE i)
L A5 CEO MIFMshbL, (eitif)/K- - CEO /% FRAT ¥4 o BT 00 5
CEO JHIeets o > 41 4 L AEME AT & A 5 CEO IIFMBhL, HATRUN 24wl
2R AR G s B B CEO I I Ze 5627 S R

FR, ARSCN el SR B 50 CEO IR ER KAT e f i, A3
VAT I3 A i BE AR X T SR RO F I S i o AR, AT 33t iR Y],
N2 ) R BRI ATAE — AN B BN K1, LGRS 2 W) v BRI RE % (e 2F
CEO JRWERNAT A A A AR R R, CEO JRIBXAT A B e he A mi 11l
7 MEV NIV ESIAN I

e, ASCNIMBE TR AR A SR RS CEO 0wk 5 fi 4 L A= 15
AL, R i BRI A Bl BE R X M S s AL BRI, N
)V BN AN 2 TR R L () EEAI A AE — N e ULV L, 3k B ARl B 2 AR 2 3
B wliG B ARARIFRIL G s 2w G BRI 29 RANKERR BE 155
CEO i AMFAT WA ERINAT . il CEO 24 21T W ANEIE AT Ay, 2 MR
FFM G AT 2802w BRI 3 ] LARSAI 2 ] 3 U 55 20 RAN SRR (1 97 T 5
Wi, it CEO 1 & BARAT AMIFIER WAT A e i A, i s I IS8



S

FESSUEIM AT 5 10T, ASSCE ST 1 2 76 PR RO I ST 52 A L
La e SRR, AT A FIAELZRN CEO JRWL 2% 21T 0, 7l hehs
IR B 15 CEO WIFIWENHL, (it CEO B BAEAT A i, BE w1l %1
M i RW], WERKP CEO R BARAT A AT LU AR AT, g JF
WA Mem K1) CEO 1 J& BARAT A REUe I UHAT 0, BRI ISk .

LR, AT T 28 w96 BB GRS T IR R I S8 Wi » 2512 R ],
FEREN TR, o~ "R B RERS (el CEO JFIAER XAT A A I R
WAT A et e Az, EMBE T iR FAKI S, A2 T i IR KA A5 R0,
CEO JFIER AT 4y RENS DRI T 7 IR I MK BB R I, B A i ], T
[¥] CEO JFIERXAT Ay ¥ 48 BE 5 34 00 iy Sl R R X, - EL i I i iR i 2 XU g
U1V 2 NN /ASST MOV R TSI N i1 TR: T | W s 22 R (AR R & AN B
ASCEBE— K T CEO JHIAERKAT AR 2~ Wl IS0 SN s A 5. &5
WRY, TElHIAR IR, CEO JHIWER AT A 5 HX KK AR 8144
BB L EAT AT % KR ], CEO JRNARR AL ety JL
TATNH M 5225 18R 1T BT AT K

tJa, ASCRR T AN BB 206 I ISR A58 . 2518 3R Y], WA ]
V6 B LKA FRa] LA I ST A7 280K AR 2 A T 70 REAS B PA 48
N ENG B S LR AR, BEm s P WS . IR F, At
Dl 7GR I SO L], S5 RN, N w A B I R
JihfENS % K CEO I AMSAT M-S ERINAT A, AR 2 w96 B IR o S5 240 e 71
CEO BB T A% 247, B BRI BT8GR P HIARUT I RENS
b CEOQ L BARAT A AN W BR AT 0y 5 HF I S8 i) S s, - RES (g ki 32
KV CEO M J& BARAT RN BPF AT A, 3G AT ERINAT e 24 24T 0
BEMPE R IFIW ST BeAh, RSOGO T BB B AEAT B FO 2 HIA T
BCRIENT, G0N, B B SR m T HBOT i ReR, Bhin e IF e St
2 AT BB T RO I e, B S I IS .

USSR LR TASSCER M i 458, SR WIS T 37 A0 il A2 0
HH AR L SR 2 s BT A W) CEO JRI SRS o e e IR B A 32 0 XA
el | PR S TS DVAEATGE TR ARSI R IR (TP IESE W O Q2T (AP B I/ i
WS ZPRAS FRiE & CEO “AT Mz MR AFDIFWSRG 51— Jiif, Wl



S

M 2R T A I T I S A S, 7e 00 AR A il BT S0 i 22 )
CEO “ATHMW2" MR ELLIRE, Biis CEO “ATAMWZE” X <amlriiia A4 m “ &
Ah7 RS o A SIS IR BRI SORAEAT A SRR N, SR T — DB LR
BT RET 7530, AR ia 3 CEO “ATAfmZE” i “WisEaiiR” LAK
e T A TG R sy e i 1A R S5 AR A

KA AR IR, CEO Ysfifmiy et JHIWSIRL



Abstract

Abstract

Under the background of the global financial crisis in 2008, this paper,for the
first time,with the hypothesis of bounded rationality,from the perspective of CEO
adaptive behavior evolution,attempts to take general corporate governance efficiency
(hereinafter referred to as institutional efficiency) into existing behavioral merger and
acquisition (M&A) theory, so as to constructs a new dynamic institution——
behavioral M&A theory framework. Using the ideas of evolutionary game theory and
method, based on the data of M&A in China (2001-2009), this framework, from a
new perspective of CEO M&A decision preference transformation, systematically
analyzes how institutional changes of market-oriented M&A influence M&A
performance,and then provides a complete behavioral finance explaination for China's

marketization reform affect the M&A performance of listed companies.

From the part of theoretical analysis, this paper provides three research points.
Firstly, from the perspective of corporate governance constraints affecting CEO
overconfidence behavior transformation, this paper builds a theoretical model to
analyze the influence of the institutional efficiency on M&A performance. Our model
predicts that (i) internal corporate governance constraints exist an optimal level, and
effective corporate governance constraints can inhibit the overconfident CEO’s M&A
Motives, and promote moderate level CEO overconfidence behavior into innovation
behavior, (ii) CEO’s M&A experience learning behavior also can inhibit the
overconfident CEO’s M&A Motives, and effective corporate governance can

strengthen CEO’s M&A experience learning behavior.

Secondly, from the perspective of corporate governance incentive affecting
CEO’s M&A following behavior reversal, this paper builds a theoretical model to
analyze the influence of institutional efficiency on market bubble and M&A
performance. Our model predicts that (i) internal corporate governance incentives
exist an optimal levels in a bubble market, and invalid corporate governance
incentives can lead to CEO’s M&A following behavior,(ii)in the period of the
height of the market bubble, the reversal of CEO’s M&A following can affect the
fracture risk of market bubble.
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Finally, from the angle of the external control market and CEO M&A decision
preference symbiotic evolution, this paper builds a theoretical model to analyze the
influence of institutional efficiency on M&A performance. Our model predicts that (i)
the proportion of internal corporate governance intensity of incentive and constraint
exist an optimal range. Excessive incentive and constraint can cause asymmetry of
incentive and constraint of corporate governance, (ii) the asymmetry of incentive and
constraint of corporate governance can destroy M&A performance by inducing
CEO’s irrational behaviors, (iii) effective market for corporate control can reduce
the negative impact of asymmetric of corporate governance incentive and constraint,
and promote the CEO overconfident behavior and M&A following behavior
conversion occurs, then, M&A performance can be improved.

Fromthe part of empirical analysis, this paper also provides three research points.
Firstly, it examines how constraint efficiency of corporate governance affecting M&A
performance. The results suggest that (i) the effective constraint mechanism of
corporate governance can restrain overconfident CEO’s M&A motivation, and
increase M&A performance. In addition, CEO’s learning behavior also can restrain
overconfident CEO’s M&A motivation, and increase M&A performance, (ii)effective
constraints of internal corporate governance can promote the CEO’s learning effect on
the overconfident CEO’s M&A motivation, (iii) moderate CEOS’ overconfidence can
increase  innovational behavior and M&A performance; Extreme CEO’s
overconfidence can restrain innovational behavior and destroy M&A performance.
Further studies find that external corporate control market can promote constrained
effect and learning effect of CEO.

Secondly, this paper examines how the corporate governance incentives
efficiency affects market bubble in the whole bubble period. The results show that (i)
invalid corporate governance incentives can induce CEO’s M&A following and the
reversals of it, and then affect market bubble in the whole bubble period, (ii) CEO’s
M&A following exacerbates magnitude of market bubble inflation and burst in a
period of bubble expansion and rupture, at the same time , the reversal of CEO’s
M&A following increases the burst risk of market bubble during the peak period, (iii)
market bubble burst can lead to the burst risk of the next phase company bubble, and
then produce the burst risk of overall stock bubble. Inaddition, this paper analyses the
different ways that CEO’s M&A following can destroy M&A performance. The

results indicates that ,in a period of bubble expansion and rupture, CEO’s M&A

\%
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following is related to CEO’s herding behavior and catering behavior, which are
caused by big shareholders and institutional investors .While in the peak period,
CEO’s M&A following is related to CEO’s market timing behavior based on industry
salary reputation.

Finally, this paper examines how external corporate control market and
internal corporate governance affect M&A performance respectively. The results
indicate that (i) the asymmetry of incentive and constraint of internal corporate
governance can destroy M&A performance by two reason: one is excessive corporate
governance incentive can increase the probability of CEO’s overconfidence behavior
and following behavior, the other is excessive corporate governance constraint can
decrease the probability of CEO’s learning behavior and innovation
behavior ,(ii)effective corporate control market can increase M&A performance by
reducing the negative impact of excessive incentive or excessive constraint, and then
promoting CEOs’ behavior reversals from overconfidence to innovation ,or from
following to leaning,(iii) reform of the shareholder structure in listed companies may
increase the efficiency of corporate control market and M&A performance. State
ownership property can reduce the efficiency of corporate control market and M&A
performance.

Overall ,our empirical results are consistent with theoretical analysis in this paper.
The empirical results suggest that institution efficiency is one of the major driving
factors for CEO’s M&A decision preference reversals. This imply that (i) listed
companies should adjust internal corporate governance incentive and constraint
structure, avoiding the asymmetry of incentive and constraint to destroy M&A
performance ,(ii) market regulators should deepen the reform of market-oriented
M&A Institution to make the best use of the governance functions of external
corporate control market to the behavior of the listed company's CEO, preventing
CEO "behavioural biases™ have "extra" risk on financial markets.This paper, within
the framework of behavioral finance, provides a useful advice and reference for how
to govern the CEO of behavior bias and provides a direction of China's marketization
reform of M&A market institution.

Keywords: Bounded Rationality; Institutional Efficiency; CEO Decision Preference

Reversals; M&A Performance
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