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Does the Origin of the Firm Matter? Institutional Determinants of Acquisition Strategies 

During recent years, there has been a gradual shift of focus in acquisition research from individual 
acquisitions to acquisition streams (e.g. Arikan & McGahan, 2010; Laamanen & Keil, 2008). While the short-term 
shareholder returns of an acquisition may be neutral or even negative (e.g. King, Dalton, Daily, & Covin, 2004), the 
longer term consequences of engaging in a stream of acquisitions may lead into major benefits and longer-term 
shareholder returns for the acquirer. Since this emerging research on acquisition sequences has predominantly 
focused on either the performance consequences of an acquirer’s prior acquisitions on the performance of its 
subsequent acquisitions (e.g. Barkema & Schijven, 2008; Haleblian & Finkelstein, 1999; Hayward, 2002) or the 
performance of an entire acquisition program (Laamanen & Keil, 2008; Vermeulen & Barkema, 2001), there is a 
scarcity of research on the why do some firms end up becoming serial acquirers. We argue that this question is 
important to study since there is evidence that some of these acquisitive firms tend to become over time 
orchestrators of their industries and flagship firms that have major economic implications for their industries 
domestically and internationally (Dhanaraj & Parkhe, 2006; Ernst & Kim, 2002). 

While there is an extensive body of research on antecedents of individual acquisitions (For a review, see  
Haleblian, Devers, McNamara, Carpenter, & Davison, 2009), this research has not differentiated between the 
antecedents of individual acquisitions and streams of acquisitions. This distinction is important to make because 
when examining the antecedents of acquisitions at the level of an individual acquisition, they often tend to be 
situation or acquisition specific. In contrast, when examining the antecedents of a firm’s stream of acquisitions, they 
tend to be more related to the acquiring firm itself; its ambition and strategic choices even though there is some 
indication that specific governance characteristics tend to systematically lead to higher risk-taking that can also be 
observed in firms’ acquisition behavior (Chatterjee & Hambrick, 2007; Deutsch, Keil, & Laamanen, 2007; Wright, 
Kroll, Lado, & van Ness, 2002). For example, Chatterjee and Hambrick (2007) found that measures of CEO 
narcissism contributed to grandiosity in a firm’s strategic actions, including the number and size of acquisitions and 
Deutsch, Keil and Laamanen (2007) found that the stock and stock option incentives of the CEO and board members 
increase a firm’s propensity to engage in acquisitions compared to firms with incentives not tied to stock returns. 

Based on a sample of 2298 firms that cover the largest firms of the different regions of Russia, we examine 
how firms, most of which had no experience or prior capabilities in acquisitions, ended up engaging in domestic and 
international acquisitions and what were the determinants that led some of these firms to become systematic 
acquirers. In a similar way to Arikan and McGahan (2010), we have a clean starting point for acquisition capability 
development due to the different market system during the former Soviet Union period. Compared to Arikan and 
McGahan, however, a unique aspect in our study is that we have companies of multiple different sizes while the IPO 
sample of Arikan and McGahan was clearly focused on smaller firms. Moreover, since there are vast differences in 
development across the different Russian regions, our analysis allows us the possibility to compare how the regional 
characteristics, e.g. the level of development and other characteristics, influence the decision of firms to engage in 
different kinds of acquisition behaviors. While there has been an increasing interest in the acquisitions of firms from 
emerging market multinationals (e.g. Aybar & Ficici, 2009; Gubbi, Aulakh, Ray, Sarkar, & Chittoor, 2010; Kumar, 
2009), the interest has been mainly driven by some of the most visible examples in computer (Lenovo’s acquisition 
of IBM’s PC business), automobile (Tata’s acquisition of Jaguar and Geely’s acquisition of Volvo), and steel 
industries (Mittal’s acquisition of Arcelor) and the focus has been on performance. 

To our knowledge there are only few published paper that have focused on institutional antecedents of 
acquisition strategies in an emerging country context (e.g. Lin, Peng, Yang, & Sun, 2009; Meyer, Estrin, Bhaumik, 
& Peng, 2009; Uhlenbruck & De Castro, 1998) and no papers that would have focused on the institutional 
determinants of the propensity of firms to engage in serial acquisition strategies in an emerging market. Based on 
our empirical analysis we find that the characteristics of the different Russian regions play a major role in the 
acquisition behaviors that firms engage in. As an extension of prior research we show that the economic viability of 
a region is positively related to the acquisition strategies of firms in a region. Surprisingly, the international trade 
intensity has the completely opposite effect on the likelihood to engage in international acquisitions than on all other 
aspects of acquisition behavior. Moreover, we find that the quality of the institutional framework in a region is 
negatively related to a firm’s propensity to engage in acquisition strategies. As a whole, our paper builds on an 
extensive dataset of the largest Russian firms and tracks their acquisition activity over a nine-year period. Our 
findings extend the prior research on the geographic and institutional determinants of acquisition behavior (Lin, 
Peng, Yang, & Sun, 2009; Peng, Wang, & Jiang, 2008). 
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Institutional Determinants of Acquisition Strategies 

It is well established that investment in general and acquisition behaviors in particular are not only driven by 
firm-specific determinants. They are also conditioned by the institutional contexts in which firms are embedded 
(Holburn & Zelner, 2010; Rodriguez, Uhlenbruck, & Eden, 2005; Wan & Hoskisson, 2003), institutions being 
defined as the “humanly devised constraints that structure human interactions” (North, 1994: 360) forming both the 
formal and informal “rules of the game” (North, 1994: 361) that determine economic outcomes. In a recent paper, 
Lin, Peng, Yang, and Sun (2009) carried out a comparative analysis of the antecedents of mergers and acquisitions 
in the United States and in China. They examined how the embeddedness in networks and learning dynamics played 
out differently in the mergers and acquisitions strategies of firms in different institutional contexts.  

Our research setting also enables us to perform a comparative analysis. We focus on the institutional 
differences across different regions in Russia similarly to Marquis and Huang (2010) who examined differences in 
the institutional conditions of the different states in the United States on the acquisition activity in the banking 
industry. Even though we focus on one country only, due to its size the different regions of Russia represent very 
different regional and governance settings for a firm’s M&A activities. Moreover, since the M&A activities in 
Russia are still only of a relatively recent origin, our dataset provides us with the possibility to not only examine 
how the different institutional settings condition the level of activity, but also to explore what kind of companies end 
up engaging in mergers and acquisitions and, in this context, gain insights into the degree to which the institutional 
context affects which firms end up becoming serial acquirers. In order to understand the relative influences of the 
firm, industry, and regional determinants of acquisitions strategies, we hypothesize that all of these levels matter and 
perform a variance decomposition analysis of the relative importance of the different levels for acquisition activity. 
As a next step, we focus on the different determinants underlying our variance decomposition analysis, highlighting 
the relevance of the institutional environment. In the following we discuss more in detail our sample, measures, and 
methods. 

Sample, Measures and Methods 

For the empirical analysis we used two main databases called Zephir and Ruslana that are both provided by 
Bureau Van Dijk. Zephir records M&As around the world. It relies on several different sources, including stock 
exchange commissions, trade publications, law firms, surveys of investment banks, and so forth. Using Zephir, we 
identified Russian firms that have acquired target firms at home and abroad. Ruslana contains information on the 
unconsolidated financial statements of the universe of firms located in Russia in the primary commodity, 
manufacturing and service industries. Thus, Ruslana provided us also with a group of non-acquiring firms. 

We selected a sample of acquiring and non-acquiring medium- and large-sized firms from Ruslana for the 
period 2000-2008 omitting micro and small-sized firms due to problems in the reliability of accounting data and 
acquisition reporting. Using the official EU definition we hence only included firms that have at least 10 million 
Euro of turnover. Our final sample that has exhaustive information on the explanatory variables available consists of 
2298 firms. We limited our analysis to acquisitions where more than 50% of the equity of a target firm was acquired 
in order to ensure that the acquirer could actually influence the target firm’s strategic decisions.  

We traced the acquisition behavior of more than 600 acquirers. Over time, the number of acquirers and 
acquisitions has grown. While there is an annual average of 18 deals over the period 2000-2002 and of 108 from 
2003-2006, the total number of deals in our sample increases to an annual average of 324 in 2007-2008. With the 
advent of the financial crisis in the years 2007 and 2008, bankruptcies and forced sales have increased the market for 
corporate control. On average 31% of all acquisitions in our sample are of horizontal nature (at a 4-digit industry 
level; NACE Revision 1.1). The crisis years 2007 and 2008 show a trend towards non-horizontal takeovers (from an 
annual average of 35% 2000-2006 to 16% 2007-08). About 45% of all deals take place within high-tech industries. 
Around 12% of the deals involve acquirers from the natural resource industry. Here, the share has a downward 
moving trend: While 29% of the deals had a natural resource acquirer in 2000, this was only the case for 9% of the 
deals in 2008. The trend is not limited to the crisis years. 

Overall, multiple acquisitions are an increasingly important phenomenon on the Russian market for corporate 
control. Of the 609 acquirers, 200 have acquired at least two firms, while 53 have acquired at least four firms. Some 
of the firms have up to 38, or in one case even 50 acquisitions (like Gazprom) over the studied period. Also within 
one year the share of multiple acquirers in the overall number of acquirers is substantial. While it had been quite low 
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with an annual 24% over the years 2000-2002, it increased to an annual average of 66% starting from 2003. In these 
time periods the annual number of acquirers with at least four acquisitions rose from about 4% to 8%. This indicates 
that once a Russian firm decides to acquire, many of them decide to run acquisition programs.  

Cross-border acquisitions by Russian firms are still quite infrequent, however. In total, 120 cross-border 
acquisitions satisfy in our sample the selection criteria, carried out by 92 firms. The share of cross-border 
acquisitions in the total number of acquisitions is hence on average 11%. However, in 2004, 2007, and 2008 the 
share dropped to 9.5 and 8 % respectively, while the low rate in 2008 is mainly due to the strong rise of domestic 
acquisitions – and not to a drop in the number of cross-border acquisitions. The yearly maximum of 31 acquisitions 
was achieved in 2006. 

Our main dependent variable is the acquisition behavior that our sample firms engage in. First, we examine 
the determinants of whether a firm engages in acquisitions or not. Second, we examine whether a firm makes 
singular or multiple acquisitions and, third, we investigate whether the acquisitions are carried out domestically or 
internationally. As our main independent variables we examine firm-, industry- and regional-level determinants of 
acquisition behavior. We are also interested in how much these three different levels of aggregation (firm, industry, 
and region) explain the variance of firm acquisition behavior and what, in particular, explains why some Russian 
firms end up becoming serial acquirers. 

We separate the period of analysis, 2000-2008, into two sub-periods for which we measure the acquisition 
behavior of firms leading to a firm-panel with two points in time. The acquisition behavior variables are for 2001-
2004 and 2005-2008, while the explanatory variables date from 2000 and 2004 respectively. Thus, we lag the 
explanatory variables by one period since the decision to enter into an acquisition is taken before the acquisition is 
completed. It also allows us to avoid endogeneity issues. To account for time effects we include a dummy for the 
second time period in the regressions. 

For the decision to engage in acquisitions we estimate a logit model where the dependent variable is a binary 
variable which takes the value one if a firm has acquired at least one other company over the considered four-year 
period, and otherwise zero. For the decisions to carry out infrequent or multiple acquisitions as well as for the 
decision to engage in a domestic and/or cross-border acquisition we estimate two separate multinomial logit models. 
In all estimations we adjust the standard errors for parent firm clustering. To capture the variation that the different 
levels of aggregation (firm, industry, and region) explain, the sets of variables of each explanatory level are added 
one after each other in different models. The increment to the pseudo R2 of the regression is calculated and used as 
an indicator of the part of the variance explained by these groups. Although this model can be criticized for 
overestimating the variance of the variables included in the beginning as opposed to the ones included later on, we 
include regional variables, hence the variables we are most interested in our analysis, as the last ones. Hence, we 
obtain a conservative estimate of the relevance of the geographic location for the M&A behavior of a firm.  

We use the following firm-, industry-, and region-level variables: The size of a firm – measured as the natural 
logarithm of the turnover of a firm – is used as a proxy of a firm’s resources and capabilities. A firm’s resources and 
capabilities include financial and non-financial resources such as knowledge, ties to business partners or political 
counterparts which should increase the likelihood of acquisition making. Larger firms can also benefit from larger 
scope and scale economies. Furthermore, we include the earnings before interest and taxes (EBIT) normalized with 
the total assets of a firm as a measure for a firm’s performance. More profitable firms are expected to have more free 
cash flows available that can be used for acquisition making. High profitability may also reflect the strong 
ownership advantages that the firm possesses. 

We include a measure for the liquidity of the firm, constructed as the ratio of the difference between current 
assets and inventories to current liabilities. Due to outliers we trim the measure at both ends cutting off the largest 
and smallest two percent and transform it with a natural logarithm. It measures a firm’s ability to meet its short term 
obligations and the availability of free resources in the firm. The latter can also indicate unused cash which can be 
spent on projects in favor of managers (such as empire building, or risk reduction) instead of shareholders and firm 
performance. Both would indicate a positive influence on the tendency of managers to carry out acquisitions. We 
account for the idiosyncratic nature of the assets of a firm by including the ratio of its intangible assets over total 
assets. Firms with a larger ratio are expected to be more likely to acquire due to the difficulty to carry out arms-
length transactions on the market. As another firm-level variable, firm age, which is measured as the years since the 
foundation of the business transformed with a natural logarithm, is included. Older firms have gained more 
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organizational knowledge. However, in the Russian context, older firms have often been formed within the Soviet 
period and are therefore subject to stronger organizational rigidities affecting the way and type of strategic actions.  

Moreover, given the importance of the state in Russia, we control for state-ownership. On the one hand, 
state-ownership can lead to a lower likelihood to acquire due to, for instance, lower internal efficiency incentives. 
On the other hand, acquisitions could be more frequently adopted by state-owned firms due to political or country 
power motives. For the ownership classification we use Ruslana data in 2010 and Interfax Spark as a source of 
information. 21% of sample firms are classified as state-owned, while this share amounts to 29% for acquirers. 

At the industry level, we include a vector of industry dummies (five categories based on NACE Revision 1.1) 
in order to control for permanent unobserved differences across industries (e.g., industry regulation, technological 
spillovers). This includes a dummy for the natural resource industry. We also use the Herfindahl-Hirschmann index 
as a measure of industry concentration and competition intensity. The firms’ market shares (at a 4 industry digit; 
NACE Revision 1.1) are squared and then summed up across industries.  

As regional variables we include a measure for the gross regional product (GRP), the international trade 
intensity, measured as the amount of exports and imports as a share of GRP, and, as a measure of the institutional 
environment, the level of corruption. Due to data limitations we use averages for the years 2000-2003 and 2004-
2008 for these variables. While the two first variables are obtained from Rosstat, the latter is provided by the 
Carnegie Center Moscow. The corruption measure is a variable between 0 and 1 while a higher value indicates a 
lower level of corruption and hence stands for a more developed institutional system. The measure is based on a 
rating given by local experts that consider the interdependencies between economic and political elites and the 
occurrence of corruption scandals within a region.  

 

Results, Discussion and Conclusions 

Due to the lack of space we omit the descriptive statistics of our sample and proceed directly to our results. 
As the first step of our analyses we ran variance decomposition analysis in order to examine how much of the 
variance in the acquisition behavior is accounted for by the antecedents of acquisition behavior on different levels of 
aggregation (company, industry, and region). As expected on the basis of prior strategy research, we found that 
company specific variables represent the most important determinant of the decision to engage in acquisitions. In 
particular the size, age, and profitability of a firm all play an important role in a firm’s decision to engage in 
acquisitions, streams of acquisitions, and international acquisitions. We also found that industry matters. However, 
industry mattered significantly less than the company specific antecedents and less than the institutional 
environment imposed by the region. 

As we, more in depth, explored the effects of the firm, industry, and region effects, we found support for the 
institutional theory prediction that the socio-institutional context plays an important role in firms’ acquisition 
behavior (Lin, Peng, Yang, & Sun, 2009; Marquis & Huang, 2010). As an extension to prior studies, we show that 
while the economic viability of a region is an important determinant of acquisition strategies originating from a 
region the international trade intensity has the opposite effect on the likelihood to engage in international 
acquisitions than on all other aspects of acquisition behavior. Thus, on the one hand, international trade indeed helps 
to make companies participate in the international market of corporate control and hence connect a region to global 
business. On the other hand, the activity of international entrants appears to preempt some of the business 
opportunities before local firms are capable to engage in independent strategizing activities. Furthermore, we find 
that corruption is a positive antecedent of acquisition activity. Hence, an institutional environment characterized by 
an intermingling of economic and political elites and by a larger occurrence of misappropriation of rents by business 
owners supports expansionary strategies such as acquisitions. It thus appears as if acquisitions are not always used 
as a device for increasing the market competitiveness of firms, but as tools to raise the size of business and hence the 
base for rent extraction by owners. Moreover, political relations may help firms in their acquisition endeavors in 
general and obtain government support for ventures abroad in particular.  
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Table 1. Regression results on the firm, industry, and regional determinants of acquisition behavior. Results are 
obtained from logit (Column 1) and multinomial logit (Columns 2-6) regressions. Standard errors are adjusted for 
parent firm clustering. The base category for the multinomial logit regressions is no acquisition.  

Acquisition
Making

Infrequent
Acquirer

Serial 
Acquirer

Domestic
acquisitions

Crossborder
acquisitions

Both domestic 
and  cross-border

FIRM LEVEL EXPLANATORY FACTORS

Return on Asset t-1 -0.0716 0.151 -1.72 0.188 -2.118 -2.041
-0.612 -0.621 -1.546 -0.635 -3.365 -1.782

(Log) Size 0.498*** 0.430*** 0.995*** 0.474*** 0.443*** 1.022***
-0.0563 -0.0559 -0.17 -0.0575 -0.145 -0.192

(Log) Liquidity Ratio 0.238** 0.165 0.811*** 0.145 0.474 1.490***
-0.116 -0.119 -0.305 -0.119 -0.453 -0.389

Firm Age 0.212*** 0.256*** -0.183 0.221*** 0.243 0.278
-0.0707 -0.0722 -0.189 -0.0735 -0.26 -0.194

Technology 6.953 6.507 11.31 7.666* -72.16 -154.9
-4.301 -4.424 -10.44 -4.094 -64.94 -104.5

State-owned 0.143 0.185 -0.198 0.13 1.079** -1.786**
-0.176 -0.181 -0.458 -0.183 -0.524 -0.704

INDUSTRY LEVEL EXPLANATORY FACTORS

Natural Resource Industry -0.563* -0.479 -1.281 -0.637** -31.76*** 0.471
-0.317 -0.323 -0.837 -0.325 -1.206 -1.073

Herfindahl-Hirschmann Index 0.762** 0.837** -0.00467 0.763* -1.171 1.56
-0.384 -0.381 -1.028 -0.402 -1.7 -1

Agriculture, Utilities, Construction -1.041*** -0.936*** -1.896** -1.100*** -0.288 -0.779
-0.279 -0.286 -0.919 -0.292 -1.376 -1.232

Manufacturing 0.0881 0.0573 0.419 -0.144 2.576** 1.328**
-0.231 -0.235 -0.521 -0.237 -1.291 -0.575

Retail/Wholesale  -0.587** -0.605** -0.463 -0.798*** 1.741 0.183
-0.275 -0.285 -0.67 -0.291 -1.337 -0.975

REGIONAL EXPLANATORY FACTORS

Gross Regional Product (log) 0.475*** 0.462*** 0.444** 0.467*** 0.683*** 1.120***
-0.102 -0.109 -0.207 -0.103 -0.249 -0.242

International Trade Intensity -1.649** -1.637** -1.326 -2.328*** 0.309*** -0.0254
-0.651 -0.696 -1.019 -0.607 -0.116 -0.768

Corruption -2.570*** -2.008*** -7.754*** -2.050*** -5.278** -5.181*
-0.736 -0.753 -1.942 -0.731 -2.398 -2.964

Time Period 2005-2008 0.690*** 0.617*** 1.585*** 0.734*** 0.0224 0.548
-0.156 -0.163 -0.44 -0.166 -0.557 -0.558

Constant -10.06*** -9.763*** -14.50*** -9.774*** -14.96*** -24.95***
-1.096 -1.159 -2.345 -1.09 -4.518 -3.795

Observations 2298 2298 2298 2298 2298 2298
Loglikelihood -707 -804 -804 -820.2 -820.2 -820.2
Pseudo R2 0.199 0.204 0.204 0.215 0.215 0.215
N of observations 2298 2298 2298 2298 2298 2298
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