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Table 1 Variable descriptions
1 / Acquisition /
AcquisitionNo
) AboveAspriation/ COAJROE
BelowAspriation
3 EXCAR
4 ImitationDensity 0.5 ~1.3 /
5 Size
6 Age
7 StockHHI
8 StockType 0
9 Boardsize
10 Boardstructure
11 CEO Power CEO
12 Compensition
13 Tobin(Q) ( X + )/
14 Slack
15 ExGrowth 1-
16 EU
17 Market
18 Year N-1
2.2 Acquisition, ,,, =a + B, BelowAspiration, +

B, AboveAspiration, +8; EXCAR, +
Bi BelowAspiration, x EXCAR, +



Bs AboveAspiration,, x EXCAR,, +

Bs ImitationDensity, + 3, BelowAspiration,, x
ImitationDensity, + B3 AboveAspiration, X
ImitationDensity, + B, Controls, + & (6)

AcquisitionNo, ,,, = w + vy, BelowAspiration, +

v, AboveAspiration, + vy, EXCAR, + 1)
v, BelowAspiration, x EXCAR, + 2011
vs AboveAspiration, x EXCAR, + 2011
ve ImitationDensity, + vy, BelowAspiration,, x 2010 .
ImitationDensity, + vy AboveAspiration, x 2010 —2016
ImitationDensity, + y, Controls, + ¢ (7)
(6) Acquisition; ,,, 1 r+1 :2) 0 :3)
1 0 1 4)
0 Logit . Controls,, '5) :
e . (7 6)
AcquisitionNo, ., 1 t+1 :7)
Poisson
® win—
2.3 sorize 1%
2012 —2016 99% )
A . 2016 2012  —2016
2012 2011 —2015 5
2. 3483
2
Table 2 M&A distribution in primary sample
2012 3223
2013 4702
2014 2915 3
2015 4 345
2016 2359 3.1
17 544 3
2 AboveAspiration
A 2012 Acquisition -0.019
10%
2013 2012 AcquisitionNo
2014 -0.010.
2015 2016 H1b . BelowAspiration
Acquisition
-0.037
AcquisitionNo -0.024
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Acquisition
0.034 5%
(
ImitationDensity — Acqui—
sition AcquisitiionNo )
0.086 0. 042 5% .
3 Pearson (1)
Table 3 Description and Pearson correlation analysis( )
1 2 3 4 5 6 7 8
1 Acquisition 0.700 0. 460 1
2 AcquisitionNo 4.031 7.162 0. 545" 1
3 Size 22.000 1.300 0.003 0.002 1
4 Age 16. 000 4.600 —0.100™ | =0.092™* | 0.101 " 1
5 StockHHI 53. 000 15.000 0.041** 0.051 0.301™" | —0.254™ 1
6 SiokcType 0.580 0.490 —0.3717 | —0.283™ | 0.267* 0.194™* 0. 045" 1
7 Boardsize 2.200 0.190 —0.072 | =0.060™ | 0.294 ™ 0.017 0.076 ™ 0.221* 1
8 Boardstructure 0.370 0.053 0.091 " 0.046 0.019 -0.050" | 0.040™" —0.043™ | —0.381™ 1
9 Power -0.310 | 2.500 0.135™* | 0.100™* | 0.131™* | =0.061** | 0.052*** | —0.200*** | -0.039™* | 0.058***
10 Compensition 15.000 1.000 0.109™* | 0.084™ | 0.220™ 0.022 0.038™ | —0.108* | 0.046™** 0.017
11 Slack 1.100 13.000 0.010 -0.007 -0.089 " 0.009 -0.015 -0.032" -0.028" 0.009
12 ExGrowth 0.230 2.000 0.044 ™ 0.027 0.049 | 0.034™ | 0.072™ | -0.043™ | -0.026 -0.002
13 TobinQ 2.300 3. 800 0.030" 0.022 —0.322 | 0.062™ | =0.072" | —0.164™ | —0. 148" | 0.064*
14 EU 0.370 1.500 -0.021 -0.028 | 0.904™ | 0.077° | 0.331™" | 0.285™" | 0.291™ -0.001
15 Market 7.400 1.800 0.122 | 0.092 | -0.030 0.020 0.054™ | =0.226™7 | -=0.061™ | -0.024
16 AboveAspriation | 0.017 0.160 -0.019" -0.010 | -0.070** | 0.021 —0.063"* | -0.027 | -0.064"" | 0.026
17 BelowAspriation | 0.026 0.250 -0.037™ | -0.024 | -0.088"*| 0.004 |-0.052""| -0.020 | -0.053"*| 0.017
18 EXCAR 0.005 0.056 0.034™" 0.024 0.044 0.015 0.035™ -0.013 0.018 -0.004
19 ImitationDensity 0. 100 0.085 0.086 " 0.042™ —-0.424™ -0.005 —0.1527 | =0.134™ | -0.156™" -0.018
3 Pearson (m
Table 3 Description and Pearson correlation analysis( )
9 10 11 12 13 14 15 16 17 18 19
9 Power 1
10 Compensition 0.058 1
11 Slack 0.017 0.300 1
12 ExGrowth 0.017 0.005 0.105** 1
13 TobinQ -0.002 0.01 0.048 " —-0.005 1
14 EU 0.064* | 0.039™ | 0.043™* |0.297™ | 0.033" 1
15 Market -0.001 |0.109** -0.022 [-0.155"| 0.004 |-0.435"" 1
16 AboveAspriation -0.024 |0.214™" | 0.143™ -0.025 -0.007 |0.047° |-0.049™ 1
17 BelowAspriation 0.016 -0.015 -0.012 0.008 0.280* | 0.072™ |-0.047™*| -0.011 1
18 EXCAR 0.012 0.017 -0.001 |0.124** 0.010 0.035™ 0.028" 0.004 —-0.008 1
19 ImitationDensity -0.009 -0.002 0.012 -0.002 -0.006 -0.015 | 0.152™ 0.003 -0.022 -0.024 1

LK *k Fkk

10% 5% 1%




8 — 43 —
3.2 (2)
(3)
Logit Poisson (4)
(5)
4 Poisson
4 Logit (1) (6) ~ (9)
4
Table 4 Regression results on performance-aspiration feedback and M&A decisions
Logit( Acquisition) Poisson( AcquisitionNo)
(n (2) (3) (4) (5) (6) (7) (8) (9)
Controls Indenpend EXCAR ImitationDensity|  Acquisition Indenpend EXCAR ImitationDensity| AcquisitionNo
0. 044 0.089 *** 0.083 ™ 0.253 0.248 0. 115 0.178** 0. 126 0.163 ™
Size
(4.95) (9.54) (62.28) (4.33) (4.78) (9.39) (6.76) (9.66) (6.13)
-0.030*" -0.029** -0.029** -0.028 " -0.027* -0.011" -0.013™ -0.010™ -0.013*
Age
(-3.11) (-3.12) (-3.27) (-3.32) ( -3.50) (1 -9.49) (-9.58) (-8.93) ( -9.00)
0.001 0.001 0.001 0.001 0.001 0.002** 0.003 ™ 0.003*** 0.003***
StockHHI
(0.92) (0.19) (0.08) (0.32) (0.25) (7.70) (7.42) (8.10) (7.71)
~2.034* -2.035" -2.045* -2.074* —2.084"* -0.601* -0.453" -0.601* -0.457*
StokeType
( -13.55) (-12.53) ( -11.91) ( -10.11) (-9.57) ( -52.15) (-11.33) ( -52.21) (-11.43)
0.212 0.192* 0.192 0.205** 0.204** 0.014 0.011 0.010 0.011
Boardsize
(3.48) (4.67) (5.36) (2.72) (2.78) (0.45) (0.46) (0.33) (0.36)
4315 4,413 44227 4,576 4.579 0.527* 0.325 0.520* 0.423*
Boardstructure
(4.92) (5.44) (5.36) (5.41) (5.31) (5.15) (4.13) (5.08) (4.16)
0.0427* 0.042°* 0.0427* 0.038 0.039 0.006™* 0.012* 0.006™* 0.010™*
Power
(10.99) (15.81) (10.20) (6.67) (5.32) (3.26) (3.03) (3.01) (2.94)
0.092° 0.067 0.068 0.077" 0.078" 0.008 0.012 0.012 0.017
Compensition
(2.21) (1.81) (1.78) (2.11) (2.04) (1.21) (1.83) (1.94) (1.48)
0.001" 0.002 0.002 0.0007 0.001 -0.001 0.001 -0.001 0.001
Slack
(2.04) (1.20) (1.29) (0.51) (0.75) (-1.88) (0.08) ( -0.48) (0.17)
0.157" 0.4327* 0.416™ 0.399 " 0.379™* 0.002 0.002 0.001 0.001
ExGrowth
(2.18) (15.98) (14.86) (10.77) (7.20) (1.28) (0.59) (0.63) (0.12)
-0.005 0.014 0.012 0.030™ 0.028™ 0.006 " 0.007 ™ 0.007 " 0.005"
TobinQ
( -0.84) (1.47) (1.13) (3.22) (2.71) (4.32) (2.66) (4.75) (2.04)
0.084™* 0.043 0.047" 0.045 0.049 " -0.060 " —0. 1427 -0.058 -0. 122"
EU
(2.69) (4.71) (2.66) (40.32) (6.88) ( -5.96) (-6.33) (-5.77) (-5.39)
0.019™* 0.012* 0.0127* 0.007 " 0.008™* 0.001 0.130 -0.001 0.122
Market
(9.80) (8.16) (4.69) (3.86) (2.66) (0.20) (1.75) (-0.34) (1.82)
-1.638 - 1.660 -0.740 —0.747* -0.137** -0.029** -0.253" -0.099™*
AboveAspiration
(-18.42) ( -19.51) (-7.36) (-4.25) (-2.78) ( -2.40) (-1.92) (-2.64)
-2.59%" -2.970™ -2.156™ -2.559™ -1.039™ | -0.885™ | -1.067™" | -0.835""
BelowAspiration
( -2.35) ( -2.80) ( -3.01) ( =3.06) ( -7.91) ( -5.48) ( -7.70) ( —4.86)
0.209 " 0.371* —0.416™* -0.401"
EXCAR
(6.41) (3.41) ( -4.18) (-4.02)
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4
Table 4 Continues
Logit( Acquisition) Poisson( AcquisitionNo)
(1) (2) (3) (4) (5) (6) (7 (8) (9)
Controls Indenpend EXCAR ImitationDensity|  Acquisition Indenpend EXCAR ImitationDensity| AcquisitionNo
3.941 3.944 % 0.407 0.260**
ImitationDensity
(4.51) (4.16) (3.95) (2.81)
AboveAspiration x -14.001" -12.131° -0.265" —0.6427*
EXCAR ( =1.90) ( ~1.89) ( =2.09) (-2.22)
BelowAspiration x 9.4127* 7.201** —18. 141 —18.4217°
EXCAR (5.67) (3.34) (-5.76) (-5.78)
AboveAspiration x -20.001" | -20.162* -6.962 —-7.8237
ImitationDensity ( -14.88) ( -18.87) (-5.16) ( —4.96)
BelowAspiration x -13.0427 | -12.772 -9.8217 -2.264"
ImitationDensity ( -2.45) (-1.95) (-6.42) (-1.89)
-2.303 -2.750 -2.638 -6.614 -6.512 -0.244 -1.238™ —0.546" -2.173™
cons
( -0.81) ( -0.90) ( -0.93) (-1.57) ( -1.60) ( -1.38) ( -2.36) ( -2.09) (-4.23)
PseudoR’ 0.169 0.175 0.177 0.182 0.183 0.098 3 0.102 0. 100 0. 100
Log likelihood -1771.541 -1758.192 | -1754.671 —-1744.621 —-1741.092 | -2705.783 | -2706.802 | -2 702.001 -2 701.251
N 3483 3483 3483 3483 3483 3483 3483 3483 3483
TR e 10% 5% 1% T
Hla Hlb
Hla) .
1
Hlb) . )
4 (2) Belo-
wAspiration Acquisition
-2.596 T -2.35 10% ( H2a) . 4
BelowAspiration x EXCAR
Hla AboveAspiration  Acquisition (3) 9.412 T 5.67 1%
-1.638 T -18.42 1% BelowAspiration — Ac—

H1b Piosson

AboveAspiration

Acquisition

quisition

(6)

BelowAspiration

H2a
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4 (7)  Piosson
BelowAspiration x EXCAR H3b (4) AboveAspiration x Imitati—
(3) (7) BelowAspira— onDensity -20.001
tion x EXCAR - 18. 141 T T - 14. 88 1%
-5.76 1% (8)  Piosson
H3b
3.3
1)
4
7
H2b
( PSM)
4
(3) AboveAspiration X
EXCAR - 14. 001 T 04 (
-1.90 10% 1 0)  Probit
( ) ( 1
( ) 0).
(7) Pios— Probit
son ( )
H3a
( )
4 (4) BelowAspiration x Imita— 1:1
ttonDensity —-13.042 T 1392
-2.45 10% Belo— 2 076 PSM
wAspiration
H3a
5 PSM
Table 5 Impact of aspiration gap on M&A decisions: PSM results
Treated Controls Difference T-stat N
Below 0.708 1 0.832 -0.109 -2.89 1392
ATT
Above 0.683 0.712 -0.073 -2.02 2 076
5  Below Treated
Controls Above .5
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2)
-0.109 T -2.89). ROE
AboveAspiration
( BelowAspiration
-0.073 T Abreturn
-2.02). Hla EX-
H1lb CAR.
6
Table 6 Robustness tests
Logit( Acquisition) Piosson( AcquisitionNo)
(1) (2) (3) (4)
Acquisition Acquisition AcquisitionNo AcquisitionNo
-0.069" -0.274*F —0.094 *** —0.208 ***
AboveAspiration
(-1.83) ( -3.05) ( -4.16) ( -6.18)
-0. 145 -0.156" -0.0347** -0.108™**
BelowAspiration
( -5.72) ( -1.96) ( =2.91) ( -4.89)
2.296 0.653 ™
Abreturn
(1.49) (2.75)
3.876 %% 0.384
ImitationDensity
(3.61) (3.71)
AboveAspiration x -1.684 -1.414"
Abreturn ( -0.83) (-1.93)
4.2257% 0.344
BelowAspiration x Abreturn
(3.95) (0.44)
AboveAspiration x —3.540 ™ -1.625**
ImitationDensity ( -12.31) (-4.13)
BelowAspiration x —-0.468 -1.399***
ImitationDensity ( =0.90) ( -6.88)
-2.330 -6.202 -0.112 -0.480
cons
(-0.85) (—-1.45) ( -0.46) (-1.83)
PseudoR? 0.170 5 0.176 9 0.098 1 0.100 1
Log likelihood —-1769.231 —-1755.403 -2 710.067 -2 704.307
N 3483 3483 3483 3483
Do e 10% 5% 1%
6 1%
ROE H1b.
(1) (3) Be- (2) 4
lowAspiration  Acquisition
AboveAspiration  Acquisition
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Abstract: This paper focuses on the timing of corporate M&A decisions. Building on microfoundations of
management perceptions a new framework integrating prospect theory and behavior theory of the firm is con—
structed which breaks down the impacts of allocation differences in search attention on M&A decisions consid—
ering the gap between realized performance and aspirations. The paper proposes that the allocation and shift of
search attention dominate the motivational intensity of M&A search thus determining the M&A decisions’ for—
mation and the changing in timing of M&A. The empirical results from a sample of A-share listed manufactur—
ing companies from 2011—2016 support our hypotheses. Our findings show when management search attention
is allocated in the lower ranges in the feedback regions that are either below aspiration or above aspiration
more firms in these regions will have a higher probability in accepting M&As. Further research shows that ad—
ditional slack resources and imitative learning intensity could shift the search attention moderating the original
motivational intensity of M&A search and causing a corresponding increase or decrease in M&A decisions. Our
research supplements the micro laws for the changing of search mechanisms which is led by cognitive atten—
tion” s allocation differences in behavior theory of the firm and provides an attention-evel explanation for the
timing distribution characteristics in acquisitions decisions made by corporate managements.
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