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ABSTRACT The first five merger waves were US-led events. In this article we show that the
largely over-looked sixth wave (2003—-2008) emerged in all regions simultaneously. Because
of this, and building upon interconnected literatures — which: (1) suggests that agency is a big
predictor of merger performance; (2) distinguishes between three distinct governance
traditions; and (3) argues that the Anglo-Saxon system puts the most effort into protecting
investors and aligning interests, and the Confucian system the least — we predicted that
Anglo-Saxon acquirers would create value in the sixth wave, and Confucian acquirers would
destroy it. We find the opposite to be true and show that Chinese acquirers, in particular,
created the most value in the sixth wave. In attempting to explain why, we find that China
outperformed its Asian neighbors while doing the same thing, and outperformed its Western
peers while doing what the literature suggests that they shouldn’t do. This not only points to
the limits of the generalizability of the existing literature, but supports the suggestion that
China is “different’. We call, therefore, for additional research into understanding Chinese

and Confucian acquirers using the standard comparative merger data.
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INTRODUCTION

There have been five well-documented merger ‘waves’ (Bouwman et al., 2009).™

The first (ca. 1895—1904) and second (ca. 1918-1929) waves were uniquely American
events. The third (ca. 1960-1969) saw merger activity spread from the US to the UK, the
fourth (ca. 1981-1989) saw activity spread from the US to the UK and onto Continental
Europe, and the fifth (ca. 1991-2001) saw merger activity spread from the US, to the UK,
onto Continental Europe, and then to Asia. Because it was the first to have touched all
regions, the fifth wave has been characterised as the first ‘global’ wave (Martynova &

Renneboog, 2008).

In recent years, scholars have added a sixth wave (c.a 2003-2008) to this discussion.
Beyond the description of its basic features (see e.g., Alexandridis, Mavrovitis, & Travlos,
2012), however, the sixth wave has largely been ignored. The implicit suggestion is that the
sixth wave was just more of the same: another US-led, global merger wave. The fifth wave,
Mark Il if you will. Using a sample of 13,486 acquisitions, spanning 60 countries, we

challenge that assumption.

We argue, firstly, that while the first five waves were a reaction to American-based
changes in the operating environment of the firm, the sixth was a reaction to more global
changes. Building upon a tradition that describes merger waves in geographic terms (see e.g.,
Andrade, Mitchell, & Stafford, 2001), we hypothesise that while the fifth wave may have
‘spilled out’ of the US, as all previous waves had, the sixth will have started in all major
economic regions simultaneously. We demonstrate this to be an empirical fact by considering

the timing of the wave across Asia, Europe, and North America, and suggest, therefore, that
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the sixth wave was not just another American-led merger wave; in fact, it was the first “truly’

global merger wave.

Next, and precisely because it arose in all major economic regions simultaneously, we
reason that each region may have experienced its own ‘version’ of the global sixth wave. We
move, therefore, to consider local differences in the expression/performance of the sixth

wave.

Geographically defined continents, however, are heterogeneous concepts: Australia
and China share little but a continent, which makes the discussion of an ‘Asian’ wave
somewhat arbitrary. Drawing, therefore, on the literature which divides the world into
‘systems’ rather than regions (e.g., Begley and Tan, 2001; La Porta, Lopez-de-Silanes,
Shleifer, & Vishny, 2000; Miles & Goo, 2013), we identify three distinct systems: the Anglo-
Saxon, the Continental, and the Confucian systems. Doing so, for example, splits Australia
and China, and places the former with the other Anglo-Saxon countries, such as the United
Kingdom, and the latter with the other Confucian countries, such as Japan. Then, because the
same governance literature suggests: (1) that one of the most important factors in explaining
merger performance is the way in which investors are protected and managerial interests are
aligned; and (2) that the Anglo-Saxon system puts the most effort into protecting investors
and aligning interests, and the Confucian system the least, we predicted that Anglo-Saxon
acquirers would create value in the sixth wave, and Confucian acquirers would destroy it.

However, we find the opposite to be true.

We report that, in the sixth wave, the average Anglo-Saxon acquirer destroyed 5.8%
of its market value, while the average Continental and Confucian acquirer added 4.8% and
5.1%, respectively. Looking at the major dealmakers in each of the three systems — that is, the

US in the Anglo-Saxon system, France in the Continental system, and China in the Confucian



system — we show, furthermore, that it was Chinese acquirers, and not just Confucian
acquirers, that were the real winners. We report that, in the sixth wave, the average US
acquirer destroyed —3.8% of its market value, the average French acquirer neither created nor
destroyed value, while the average Chinese acquirer added a stunning +5.8% (or $93.6m).
Perhaps even more surprisingly, and looking at the performance of these acquirers over a
longer stretch of time (1990-2010), we find that while Confucian acquirers tended always to
perform well, and Anglo-Saxon acquirers tended always to perform poorly, Chinese acquirers
only emerged as star acquirers in the course of the sixth wave. In other words, the Chinese
only learned to create value, through acquisitions, in the course of the sixth wave.[d These
findings — coupled with the fact, firstly, that the Asian sixth wave emerged organically, and
was not led by any other region, and the fact, secondly, that the Asian sixth wave was 292%
larger than the Asian fifth wave, while the North American and European sixth waves were
both smaller than their fifths — lend credence to the suggestion that the sixth wave marked the

emergence of Asia, and particularly of the China, as major players in the merger market.

We finish with an exploration of the Chinese sixth wave in which we compare
Chinese and non-Chinese acquirers, using the standard set of merger performance
explanatory variables. The results here again are surprising. Comparing China with its Asian
neighbors we fail to find any significant differences between the types of deals done.
Comparing China with its Western peers, however, we report significant differences, but our
results suggest that China did everything that the literature suggests that they shouldn’t do;
they crossed borders, with inflated market values, and made hostile, all cash-financed deals.
The fact that China outperformed its Asian neighbors, while ostensibly doing the same thing,
and outperformed its Western peers while doing what the merger literature suggests that they
shouldn’t do not only points to the limits of the generalizability of the existing literature, but

supports the suggestion that China is ‘different’ (Lin, Peng, Yang, & Sun, 2009).



Unfortunately, however, the standard merger data that we employ to describe the sixth wave
does not appear discriminating enough to quantify this difference. We hint at some possible
explanations, from a cultural and institutional perspective, and call, therefore, for additional

comparative quantitative research.

In doing so, we make important contributions to a number of literatures. Firstly, and
by describing the evolution of the sixth wave across 60 countries, we demonstrate the
historical and academic significance of the largely overlooked sixth wave. Secondly, and by
empirically describing regional differences in performance, we not only add to the literature
on merger performance, which has, in general, ‘focused on the M&A markets of the USA and
UK’ (Moschieri & Campa, 2009: 72), but add to the ‘limited literature’ (Nicholson &
Salaber, 2013) on the empirical comparison of mergers and merger performance across
systems. Thirdly, and by empirically describing the performance of Asian, Confucian and
Chinese acquirers, we add to the literature which tends to only describe non-Western markets
‘using case studies and descriptive statistics’ (Lin et al., 2009: 1114). Finally, and perhaps
most importantly, and by failing to demonstrate differences between the features of the
average Chinese and the average Confucian acquirer, despite demonstrating significant
differences in performance, we point to the limits of the generalizability of the existing
empirical literature, and to the importance of research on non-Western governance
mechanisms (e.g., Chen, Chen, & Huang, 2013). Our research suggests that there are lessons
to be learnt from Chinese acquirers but what those lessons might be, at the moment, remains

unclear.

THEORETICAL BACKGROUND AND HYPOTHESES

Merger Waves



Merger waves are intensive periods of mergers and acquisitions, followed by intervals of
fewer deals (Bouwman, Fuller, & Nain, 2009), and merger waves follow a predictable pattern
(see e.g., Andrade et al., 2001; Gort, 1969; Jensen, 1986; Morck, Shleifer, & Vishny, 1988):
an exogenous shock alters the shape of the market; observing this, managers reposition their
firm, using mergers and acquisitions; merger activity spikes as more firms follow suit; and
the wave ends once the market has corrected for the shock, or when the opportunities have

been exhausted.

The Five American Merger Waves

Merger waves were long seen as an American phenomenon, and with good reason.

The first two merger waves (ca. 1895-1904 and ca. 1918-1929) were uniquely American

events (Eis, 1969; Markham, 1955; Nelson, 1959; Stigler, 1950; Thorp, 1941; Weston 1961;).

The first began in 1895, as a reaction to: (1) slackening demand and increased
competition, which pushed firms to consolidate (Watkins, 1927); (2) the completion of the
national rail network, which increased the geographical reach of the firm (Bain, 1944); and
(3) the creation of a US capital market, which provided the capital necessary to fund a merger
wave (Navin & Sears, 1955). It peaked between 1889 and 1902, and ended in 1904, when a

banking crisis removed the financial capital necessary to sustain the wave (Nelson, 1959).

The second wave began in 1918 as a reaction to: (1) the post-war economic boom and
the capital that this brought (Gaughan, 2008); and (2) a revolution in transportation and
communication — with the growth of motor vehicles, for example, and the proliferation of

radios and telephones — which transformed local markets into national ones, and allowed for



still greater economies of scale to be achieved (Markham, 1955; Stocking, 1955). It peaked in

1929, and ended with the Wall Street Crash of 1929 and the start of the Great Depression.

The third wave (ca. 1960-1969) was the first of the international waves. It started, in
the US, in 1960, as a reaction to: (1) a ‘bull” market, which provided finance (Weston,
Mitchell, & Mulheri, 2004); (2) tax loopholes, which allowed bidders to make all-stock
acquisitions, and to increase their earnings per share, without incurring a higher tax liability
(Matsusaka, 1993); and (3) accounting loopholes, which allowed for the creation of paper-
gains (Briloff, 1970). It internationalised, and spread to the UK, because of: (1) the national
push, in the UK, for convergence between the US and UK governance systems (Toms &
Wright, 2007); and (2) the rise of modern management science across the Anglo-Saxon
world, which encouraged efficiency, cost-cutting and risk spreading, and taught how
businesses ‘ought’ to be built (Weston & Mansinghka, 1971). As such the third wave can be
seen to be a US-led, Anglo-American merger wave (Gaughan, 2008). It peaked in 1967, and
ended in 1969 with the introduction of the US Tax Reform Act (1969) and a crash in the

stock market.

The fourth (ca. 1981-1989) wave was the second international wave. It started, in the
US, in 1981, as a reaction to: (1) deregulation at the hands of the Regan Administration
(1981-1988), which stimulated consolidation (Mitchell & Mulherin, 1996); (2) financial
innovations, in the form of the leveraged buyout (LBO), which allowed for the acquisition of
large entrenched targets (Holmstrom & Kaplan, 2001; Jarrell, Brickley, & Netter, 1988); and
(3) a realisation that many of the conglomerates, created in the third wave, were better off
broken up (Baker, Ruback, & Wurgler, 2004; Shleifer & Vishny, 1991). The fourth wave
spread from the US, to the UK, again because of an increasingly shared view on corporate
governance standards (Toms & Wright, 2007) and, for the first time, onto Continental

Europe, which was itself going through a period of deregulation and liberalisation, with the
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creation of the Single Market (1986). As a result, the number of intra-European acquisitions
tripled between 1986 and 1989 (European Commission, 1999). The fourth wave peaked in
1987 and ended in 1989 with a stock market crash, and the beginning of a mild recession

(1990-1991) in the US.

Finally, the fifth wave (ca. 1991-2001), the third international wave, began in the US
in mid-1991, as a reaction to: (1) a bull market, which provided the capital (Shleifer &
Vishny, 2003); (2) deregulation, which further opened the US market (Andrade et al., 2001);
and (3) increasing levels of economic globalisation, which reduced the costs of making cross-
border acquisitions (Holmstrom & Kaplan, 2001; Jovanovic & Rousseau, 2001) and allowed
‘previously domestically-orientated’ companies to make overseas acquisitions’ (Martynova &
Renneboog, 2008:7). It is remarkable, because not only did an Asian merger market emerge
for the first time in the fifth wave (Sundarsanam, 2003), but because the European market
became ‘about as large as its US counterpart’ (Martynova & Renneboog, 2008). As the US’s
share of the global market decreased from 83% in 1989, to 43% in 1999, Europe’s share
increased from 11% to 47% and Asia’s share grew from 1% to 6% (European Commission,
2001). Observing this, US commentators concluded that the fifth wave “will likely be the last
that can be considered, even crudely, a US Wave’ (Black, 2000). The fifth wave peaked in
1999, ending in 2000 when financial markets collapsed, the global economy slowed, and

corporate scandals (e.g., WorldCom, Enron, etc.) first made the headlines.

The Global Sixth Wave

Because it touched all regions, the fifth wave has been described as the first global merger

wave, and the story ended as an American way of doing business was adopted globally.



The emergence of a sixth wave (ca. 2003-2008), therefore, generated little interest. A
number of authors mention the sixth wave (see e.g., Cartwright & Schoenberg, 2006;
Gaughan, 2008; Martynova and Renneboog, 2008), but Alexandridis et al. (2012) is, to the
best of our knowledge, the only paper that explicitly describes the features of the sixth wave.

Unfortunately, however, Alexandridis et al’s. (2012) only consider domestic US deals.

From the academic and business press, we know, however, that the sixth wave started
‘in mid-2003 [when the] economic and financial markets [in the US, Europe, and Asia started
to recover following] the downturn that began in 2000’ (Martynova & Renneboog, 2008). As
interest rates fell, and ‘credit [became] cheap’, shareholders became ‘keen, once more, on
takeovers’ (The Economist, Sept 3, 2005). And the pace of deal-making in the sixth wave was
‘feverish’ (The Economist, Sept 3, 2005): one deal was completed every 18 minutes in 2004,
(Cartwright & Schoenberg, 2006), at an estimated value of ‘$10 billion a day’ (The
Economist, April 8, 2006). Activity peaked in 2005, and lasted until news of the “‘sub-prime
crisis’ broke at the end of 2007. In 2008, and as a consequence, M&A activity ‘slumped
significantly’ (McCarthy & Dolfsma, 2012). American, European, and Asian markets lost
30% of their value in the first eight months of the year, and as uncertainty spread, 1,307 deals

—worth $911 billion — were withdrawn (Gaughan, 2008), and the sixth wave ended.

Brief though it may have been, the sixth wave was no ordinary merger wave. The first
five waves, as mentioned, started in the US, as a reaction to changes in the US market, and
increasingly spilled out from the US as the costs of internationalisation decreased. The sixth
wave was made possible, however, by rapidly growing levels of globalisation, economic
integration, historically low interest rates, in the US, Europe and Asia, and, globally, a
willingness to engage in large-scale corporate restructuring (Alexandridis et al., 2012).
Because these were not US features of the period, but characteristics of the then global

economy, and because of the rising significance of the European and Asian merger markets
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in the course of the previous two waves, we expect that the sixth wave will not have ‘spilled’

out from America, but will have emerged organically, in each region. In other words:

Hypothesis 1: The sixth wave arose in all major regions simultaneously.

On the Regional Expression of the Global Sixth Wave

Despite its global character, and drawing on the literature which compares and contrasts
institutional and legal systems (e.g., La Porta, Lopez-de-Silanes, Shleifer, & Vishny, 1997),
we suggest that any wave which emerges in multiple regions simultaneously is likely to have

a distinctly regional profile.

Grouping countries geographically, however, in order to explore regional performance
differences is ill-advised: Australia and China are geographically part of Asia, but Australia
and China share little in terms of the sorts of features that are likely to impact the
performance of a merger wave.?! Following a number of prior studies (e.g., Begley & Tan,
2001; Cernat, 2004; Miles & Goo, 2013; Mueller, 2006; Weimer & Pape, 1999) we therefore
group countries according to their corporate governance traditions, rather than their
geographical locations, and identify three distinct and relatively homogenous governance
systems: the Anglo-Saxon, the Continental European, and the Confucian systems.[ Doing so
groups Australia with the other Anglo-Saxon countries, like the United Kingdom and the

United States, and China with the other Confucian countries, like Japan and Korea.
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The questions then, however, are: (1) what system-level features are likely to impact
the performance of a merger wave; and (2) how do those features vary across the three

systems?

Two literatures are helpful here. The first suggests that while a number of firm- and deal-
level features impact merger performance (see e.g., King, Dalton, Daily, & Covin, 2004), one
of the most important performance predictors is the way in the firm protects its investors
(Alchian & Demsetz, 1972; Berle & Means, 1932; Jensen & Meckling, 1976; Jensen &
Ruback, 1983). This literature — the agency literature — suggests that in the absence of an
effective governance system — defined as a ‘set of mechanisms through which outside
investors protect themselves against expropriation by the insiders’ (La Porta, Lopez-de-
Silanes, Shleifer, & Vishny, 2002: 1150) — managers are more likely to destroy investor
value, either because of ‘bounded rationality’ or because of ‘bounded reliability’. In the
former case, well-intentioned but poorly monitored managers destroy shareholder value
because of, for example, overconfidence (Jensen, 1986; Roll, 1986), and in the latter case
self-interested and poorly monitored managers destroy shareholder value in an effort to create
managerial gains (Akerlof, 1970; Shleifer & Vishny, 1989; Williamson, 1993). Agency
problems, the literature suggests, can be corrected with: (1) incentive alignment, through, for
example, performance related pay packages; and (2) monitoring, through internal
mechanisms, such as the creation of a board of directors, and external mechanisms, such as

stock market performance and the market for corporate control.

The second literature suggests that the nature of the incentive alignment problem,
however, varies per system, as does the strength of the protection against that particular
problem. In the Anglo-Saxon and Continental systems, for example, the alignment problem is

referred to as the ‘principal-agent’ problem (Berle & Means, 1933; Jensen & Meckling,
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1976): there, dispersed shareholders with small shareholdings are not incentivized to monitor
managers, making managers more likely to make self-serving acquisitions, aimed at
maximizing managerial utility (Mueller, 1969; Rhoades, 1983; Trautwein, 1990). Both
Anglo-Saxon and Continental acquirers suffer this problem. Because the Anglo-Saxon
common law systems provide shareholders with better protection against this problem (La
Porta et al., 2000), and because managers salaries are more likely to be linked to objective
performance measures (Abowd & Bognanno, 1995; Weimer, 1995), it is likely that Anglo-
Saxon acquirers will outperform Continental acquirers, both in general, and in the sixth wave.
In the Confucian world, however, a high degree of family ownership (Ahlstromet, Chen, &
Yeh, 2010; Heugens, van Essen, & van Oosterhout, 2009; Peng & Jiang, 2010; Schulze &
Gedajlovic, 2010; Zhang & Ma, 2009) and political involvement/influence (Cui & Jiang,
2010; Deng, 2007; Globerman & Shapiro, 2009), made opaque by cross- and pyramidal-
ownership structures (Carney, Gedajlovic, Heugens, van Essen, & van Oosterhout, 2011),
creates the so-called “principal-principal’ problem (Dharwadkar et al., 2000; Yoshikawa &
Phan, 2005; Young, Peng, Ahlstrom, Bruton, & Jiang, 2008): ‘large majority shareholders
make decisions that appropriate value from the smaller minority shareholders, often by
influencing board level decisions such as asset sales and purchases’ (Su, Xu, & Phan, 2008:
18). Because Confucian legal systems in general, and the legal systems in emerging
Confucian countries like China, in particular, are generally unequipped for handling these
sorts of problems,™ and because objective performance measurement tools, such as stock
markets, and other market-monitoring mechanisms do not play a major role in the Confucian
world (Bosiot & Child, 1996; Keister, 1998, 2009; Naughton, 2002; Rui & Yip, 2008; Yiu,
Lau, & Bruton, 2007), it is likely that Confucian acquirers will destroy value with mergers

and acquisitions.

12



Differences in the way in which interests are aligned, and investors are protected, allow

us, therefore, to hypothesise as to systematic performance differences in the sixth wave:

Hypothesis 2: Anglo-Saxon acquirers will have performed the best in the

sixth wave, and Confucian acquirers will have performed the worst.

METHODS
Sample

We build our sample using the Thomson Reuters SDC database; the only database which
reports sufficiently detailed data for comparative merger research. We refine it to include all
deals: (1) announced between Jan, 1990 and Jan, 2010; (2) by Asian, European and North
American acquirers for Asian, European and North American targets[G]; (3) with transaction
values above US$50 million. We only include deals: (4) for 100% of the target; and (5) deals
which do not involve recapitalization, a repurchase of own shares, or a spin-off to existing
shareholders. In doing so, we build a sample of 13,488 acquisitions. Dropping deals in which
the location of the acquiring firm is incorrectly specified reduces this to 13,486

acquisitions!’).

Independent Variables

Using the acquiring firm’s location, we create indicator variables to identify each of the 60
countries in the sample. Using these, we then create the following indicator variables:
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Geographical variables. In terms of geographical regions, we assign all 60 countries to one
of three regions. We classify 19 countries — including Australia, China and India — using the
Asia dummy, 39 - such as France and the United Kingdom —with the European dummy, and

we classify 2 — Canada and the United States — with the North American dummy.

Governance variables. In terms of governance systems, we classify as many countries as
possible to one of three corporate governance traditions. We classify 10 countries — including
Australia, Canada, Ireland, and the United States — with an Anglo-Saxon dummy, 6 countries
— China, Japan, Taiwan, South Korea as well as the Special Autonomous Regions of Hong
Kong and Macau — with the Confucian dummy, and 33 countries — including France,
Germany and Italy — are classified with the Continental dummy. In doing so, we assign 49
countries to one of three corporate governance traditions, and drop 11 countries from the
corporate governance analysis, because either the corporate governance tradition of the
country in question was unclear, as in the case of Russia and Georgia, or because the country
came from a corporate governance tradition outside of the three that we considered, as in the

case of Thailand and the Philippines.

INSERT FIGURE 1 HERE

Using the geographic indicators we identify 9,312 North American, 2,811 European,
and 1,363 Asian acquirers, and using the systems indicators we identify 11,240 Anglo-Saxon,
1,423 Continental, and 562 Confucian acquirers. Figure 1 illustrates how using this approach,
China, for example, becomes a subset the Confucian world, which, in turn, becomes a subset
of Asia, and therefore how two countries from the same region can be identified with
different systems indicators. A similar situation occurs in Europe, where Ireland and the

United Kingdom are labelled both as European, but Anglo-Saxon rather than Continental.
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Wave Variables

We follow Bouwman et al. (2009) in identifying merger waves.

First, and using the total deal value of all mergers and acquisitions reported by the
Thomson SDC, we calculate monthly deal values for the period Jan 01, 1990 to Jan 01, 2010.
Next, we correct for inflation, by dividing the total deal values by the inflation correction
factor per month. Finally, we de-trend the data by removing the line of best fit of the previous
three years from the real total deal value of the observed month. If the resultant deal value is
above the average of all months, that month is defined, in this way, as a ‘merger wave’

month.

We identify all wave months with a Wave indicator variable. Then, we distinguish
between the fifth and sixth waves by labelling all wave months in the period 1990-2000 as

fifth wave months (Wave5) and those in the period 2000-2010 as sixth wave months (Wave6).

Finally, we distinguish between the North American (Wave NA), European
(Wave_Euro) and Asia-Pacific (Wave_Asia) geographic wave, as well as those in the Anglo-

Saxon (Wave_Anglo), Continental (Wave_Cont), and Confucian (Wave_Conf) systems.

Deal Performance

Following the majority of merger performance studies (see Zollo and Miere, 2008 for an

excellent review), we calculate performance using an event study methodology.

The event study posits that the value of an ‘event’ — in this case, a merger — can be
estimated by comparing differences in the actual and expected performance of the acquiring

firm. Expected performance is a forecast of how the firm should behave, in the absence of an
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event, given how it has behaved in the past. We forecast the acquirers’ expected performance,
based on its behaviour over the year prior to an event. Next, we record the acquirers’ actual
performance in the same period. Subtracting actual from expected performance, gives an
estimate of the unexpected, or “abnormal returns’ to the acquiring firm. Abnormal returns are
a measure of the change — positive or negative — in a firm’s performance, associated with a
particular event. Summing the abnormal returns over a predefined period, or window, leads to
an expression referred to as a CAR, or cumulative abnormal return. We calculate CARS using
the standard (-20,+1) window to capture run-up (Schwert, 1996). If a merger was announced

on a non-trading day, we code the subsequent trading day as the official announcement day.

We retrieve the stock-market data, necessary to complete an event study, using
Datastream. Data availability, at this point, reduces the sample of events for which we could
identify performance, to 10,394 deals. This includes 9,339 Anglo-Saxon deals, 351 Confucian
deals, and 585 Continental deals. All CARs are winsorized, between 1% and 99%, as is the

convention in the literature, to remove the distortionary effects of extreme outliers.

Deal Features / Performance Controls

A number of factors are known to impact deal performance (see King et al., for a review).

We control for: (1) the market-to-book ratio of the acquiring firm (MB Ratio) — which is the
acquirer’s market value four weeks prior to the announcement divided by total assets —
because Rau and Vermaelen (1998) show ‘value’ firms, with high market-to-book ratio,
perform better than ‘glamour’ firms, with low market-to-book ratio; (2) Relative Size of the
acquiring and target firm — proxied as the logarithm of the acquirer’s total assets over the last

twelve months before the announcement, to the logarithm of the acquirer’s total assets over
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the last twelve months before the announcement — because Moeller, Schlingemann, and Stulz
(2005) show that larger deals perform poorly; (3) Cash Flow to the acquiring firm — which
we calculate by dividing the acquirer’s operating profits over the last twelve months by the
acquirer’s market value four weeks prior to the announcement — because Jensen (1986)
shows that cash-rich firms underperform those constrained by the “discipline of debt’; (4) the
Methods of Payment — in terms of the percent cash versus stock payment — because Heron
and Lie (2002) show that cash-financed deals outperform stock-financed deals; (5) a Cross-
Border indicator — which distinguishes international deals from domestic deals — because
Datta and Puia (1995) show that domestic deals outperform international deals; (6) an
indicator of deal attitude (Hostile) — which we identify with an indicator variable, set equal to
1 if the deal was hostile or unsolicited — because Betton and Eckbo (2000) show that hostility
impacts performance; (7) a measure of the Relatedness between the target and the acquiring
firm — which we identify as the distance between the industrial classification codes of the
target and the acquiring firm — because Chatterjee (1986) shows that related deals outperform
unrelated deals; (8) an indicator of whether the deal was completed or withdrawn
(Completed), because poorly performing deals are more likely to be withdrawn; (9) the
number of bids, or the levels to which the deal was contested (No. Bids) because Betton and
Eckbo (2000) show that contested bids perform poorly; (10) a Delay variable, which indicates
the number of days between the announcement and effective dates, because deals which are
completed with caution outperform those that are completed at speed; and (11) a measure of
the Premiums paid to the target — which we calculate as the percentage difference between
the value of the target four weeks prior to the deal and the price paid by the acquirer at the
announcement — because Hitt and Pisano (2003) show that premiums impacts deal

performance.
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All the necessary data is collected from Thomson, and winsorized, to remove outliers.

Table 1 reports the pairwise correlation, the mean and standard deviation of all variables.

RESULTS

On the Development of the Global Sixth Wave

Figure 2 makes use of the full sample of 31,486 mergers and acquisitions in the period, and
illustrates the rise and fall of the fifth and sixth waves, using both the absolute (grey) and
inflation-adjusted, de-trended (black) monthly transaction values. In doing so, it visually

supports, for example, Alexandridis et al. (2012), in recording a distinct sixth merger wave.

FIGURE 2 HERE

More interestingly, Figure 3 reports the development of the fifth and sixth waves at
the regional level. In terms of numbers, we report that the Asian sixth wave was 292% larger
than the fifth wave, while the North American and European sixth waves were, respectively,
42% and 44% smaller. Visually, Figure 3 clearly supports the suggestion that the fifth wave
was led by North America, and we see three distinct spikes in activity in each of the three
regions. In the sixth wave, it seems that North America and Europe slightly led Asia, but the
spike in activity in the three regions was much more homogenous. We empirically test the
suggestion that the sixth wave started in all regions simultaneously by calculating a number
of auto-regressive integrated moving average (ARIMA) regression models, with
heteroskedasticity-consistent estimators of variance. The results (available upon request)
show that, in the fifth wave, North American acquirers led European acquirers by, on
average, one month (ARIMA[1,2,0]: $=0.398, p=0.000), and European acquirers lead Asian
acquirers by another month (ARIMA[2,2,0]: 3=0.439, p=0.001). In the sixth wave, however,
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we find no statistically significant evidence (p<0.01) to suggest that any one region led the

other. In other words, we support our hypothesis on the global nature of the sixth wave.®
FIGURE 2 HERE
On the Local Performance of the Sixth Wave

Models 1-8 on Table 2 explore the performance of the sixth wave, making use of the sub-
sample of mergers and acquisitions for which stock market performance could be calculated.

The R-Squares, while at first glance low, are typical of event studies in general.l’!

Before interpreting the results, we check for multi-collinearity. Turning back to Table
1, we see that none of the correlations between the key variables is higher than 0.27 (Number
of Bids and Levels of Relatedness). A variance inflation factor (VIF) test on the base model
(Model 1) reveals that the highest VVIF for a single variable is 1.43 (Deal Size) with a mean of
1.23. These values are well below the established cut-offs of 5.3 (Hair, Anderson, Tatham, &
Black, 1992) and 10 (Studenmund, 1992), and so we can conclude that multi-collinearity is

not an issue.

Continuing, therefore, Model 2 adds the sixth wave indicator variable to the base
model. The negative and significant coefficient suggests that deals in the sixth wave (2003-
2008) underperformed those in the full period (1990-2010). This fits with existing evidence
on both merger waves (e.g., Moeller et al., 2005) and on the sixth wave (Alexandridis et al.,

2012).
TABLE 2 HERE

Models 3 to 5 move next to consider differences in performance according to the

various corporate governance traditions.l*” Model 3 reports on the performance of Anglo-
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Saxon acquirers — such as Australia, the United Kingdom and the United States — Model 4
reports on the performance of Continental European acquirers — such as France and Germany
—and Model 5 reports on the performance of Confucian acquirers — such as China and Japan.
The results suggest that sixth wave Anglo-Saxon acquirers, on average, destroyed 5.8% of
their market value, while Continental acquirers added 4.8% and Confucian acquirers added
5.1%. Given that the existing literature, which is based largely on the study of Anglo-Saxon
acquirers, suggests that most acquisitions fail (see e.g., Moeller et al., 2005), the results for
the Anglo-Saxon indicator are not surprising. The results for Continental and Confucian
acquirers are surprising: they suggest not only that Confucian acquirers do the best deals, but
hint at the fact that poor performance and high failure rates may be a particularly Anglo-

Saxon problem.

Finally, Models 6 to 8 report on the performance of the major dealmakers in each of
the three governance systems, in the period of the sixth wave; that is, the Unites States
(n=8,380) in the Anglo-Saxon system, France (n=249) in the Continental system and China
(n=259) in the Confucian system. Model 6 reports that US sixth wave acquirers, on average,
destroyed -3.8% of their market value, Model 7 reports that French acquirers neither created
nor destroyed value, and Model 8 reports that Chinese sixth wave acquirers, on average,
added a stunning +5.8% (or $93.6m) to their market value. This is a significant return on
investment, given that the average Chinese deal in the period of the sixth wave was worth

$733.6m.

In contrast to our expectation, therefore, we show that Confucian acquirers, in
general, and Chinese acquirers, in particular, outperformed their Anglo-Saxon and
Continental European peers. We therefore reject our hypothesis on the performance ranking

of sixth wave acquirers.
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DISCUSSION

In terms of predictable findings, we: (1) confirm the existence of the sixth wave; and
(2) show that it started in all major economic regions simultaneously. The latter point is our
first contribution: we demonstrate that the sixth wave was not just another merger wave, but
was, actually, the first wave to have emerged in all regions simultaneously. In doing so, we

demonstrate the historical and academic significance of this largely overlooked event.

Next, and precisely because it arose on all continents simultaneously, we reasoned
that there might be regional versions of the sixth wave. Using the corporate governance
literature, we predicted that the transparency and legal protection afforded by the Anglo-
Saxon system made Anglo-Saxon acquirers the most likely to create value, in the course of
the sixth wave, and Confucian acquirers the least likely. Unexpectedly, our results suggest
that the opposite is true: Confucian acquirers and, in particular, Chinese acquirers, created the

most value.

The Chinese Sixth Wave

Additional tests. To better understand Chinese performance, we performed two additional
tests: First, we compare the performance of these various sets of acquirers over a longer
stretch of time — that is, in the period 1990-2010 — in order to detect systematic performance
differences. Our results™ suggest that while Confucian acquirers tended always, on average,
to create value, and Anglo-Saxon acquirers tended, on average, to destroy value, China only

emerged as a star acquirer in the course of the sixth wave. In other words, while Confucian
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acquirers seem to have a certain je ne sais quoi when it comes to mergers, our results suggest

that the Chinese only learned how to do deals well in the course of the sixth wave.!*?
TABLE 3 HERE

Second, and using our set of standard control variables, we compare Chinese sixth
wave deals with those concluded by the ‘others’. Table 3 reports the mean for each control

variable, and the statistical significance between the Chinese mean and the ‘others’ mean.

Comparing Chinese acquirers with, for example, US acquirers, Table 3 reports that
Chinese acquirers are more likely to: (1) have inflated market values, which Rau and
Vermaelen (1989) suggest make for poor acquirers, relative to so-called ‘value’ firms; (2) to
pay with cash, which Jensen (1986) suggests frees the firm from the “discipline of debt’, and
leads to poor performing deals; and (3) are more likely to cross borders, which Zaheer (1995)
suggests adds the liabilities of foreignness to the deal; (4) are more likely to make hostile
acquisitions, which Betton and Eckbo (2000) link to integration difficulties, and sub-par
performance. The only plus on the Chinese side, as compared to US acquirers, is that the
Chinese are less likely to complete a deal, which perhaps can be interpreted as being more
willing to walk away from a bad deal. A similar story emerges when comparing Chinese and
French acquirers, and indeed when comparing Chinese acquirers with those in the Anglo-
Saxon and Continental systems, and those in the North American and European regions. The
result is somewhat of a paradox: China seems to be doing what the empirical literature warns

against, but in doing what it is doing, the Chinese are enjoying the best performance.

Table 3 presents three other noteworthy comparisons. Firstly, Table 3 compares
Chinese acquirers with non-Chinese Asian acquirers, and reports that the only statistically
significant difference is that non-Chinese Asian acquirers are more willing to complete deals.

In the other categories, the Chinese and the non-Chinese Asians make statistically identical
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deals. Second, Table 3 compares Chinese acquirers with non-Chinese Confucian acquirers
and reports that the only statistically significant difference between the two is the market-to-
book ratios and in the methods of payments. In these instances, the non-Chinese Confucian
acquirers are doing what the literature suggests, but in many of the other cases, again, the
Chinese and the non-Chinese Confucian acquirers make statistically identical deals. Finally,
and perhaps most interestingly, Table 3 reports on the differences — or rather the lack of

differences — between sixth wave Chinese acquirers and non-sixth wave Chinese acquirers.

Two conclusions can be taken from this: (1) the do’s and don’ts of the established
merger literature do not apply to Chinese firms; and (2) the performance of sixth wave
Chinese acquirers differs significantly from that of its Asian and Confucian neighbors, and
from Chinese acquirers outside of the sixth wave, but the usual set of control variables does
not pick up what it is that the Chinese are doing different. In other words, the set of controls
that we employ — which is based upon the study of Western firms — appears sufficient to
point to inter-regional differences, between China and the West, but insufficient to point out
intra-regional differences between China and its geographic and cultural neighbors. Because

of this, the performance of Chinese acquirers in the sixth wave remains enigmatic.

Explaining the enigma of Chinese performance. There are five interlinked literatures, which
are useful in explaining the performance of Chinese and Confucian acquirers, but which offer
explanations that are not yet readily testable with the sorts of comparative merger data that

we employ to describe the sixth wave.

The first suggests that although Confucian acquirers, from a Western perspective,
may appear inefficient, they are ‘fit for purpose’ (Miles & Goo, 2013). In the West, for

example, family ownership has been equated with ineffectual management, but in Asia
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family ownership is said to act as a governance device, by placing family welfare ahead of
personal interest (Jiang & Peng, 2011). In the same way, cross- and pyramidal-ownership
structures are, in the West, synonymous with outdated conglomerate management structures,
but in Asia such corporate structures are said to enhance monitoring and, in the absence of
efficient markets, can be used to overcome liquidity constraints, by allowing affiliated firms
to pool and reallocate resources among those firms (Carney et al., 2011; Jiang & Peng, 2011,
Khanna & Palepu, 2000 ). Such structures, Luo, Huang, and Wang (2011) suggest, lead to
superior performance. In effect, the corporate groups that dominate many Asian companies
today create the sorts of internal markets that were necessary for many Western acquirers in
the 1960s (Martynova & Renneboog, 2008). This governance literature, in other words,

suggests that, in terms of governance structure, there isn’t a ‘one best way’.

The second stream suggests that Confucian firms have a number of cultural features,
which reduce the threat of agency, and the necessity for formal, Western-style governance
structures. This stream of literature, in turn, is split into three interlinked parts. The first,
flowing from Hofstede’s (1984; 2001; 2007) cultural dimensions, suggest that while every
country differs in terms of the five cultural dimensions,™! Western culture, on the whole,
tends to be individualistic and focused on the short-term, while Asian culture tends to be
collectivist and long-term orientated. This means Western managers are, vis-e-vis Asian
managers, more likely to act in a self-interested manner and are more likely to overinvest in
short-term goals, and underinvest in long-term assets (Gelauff & Den Broeder, 1996; Porter,
1992; Prodhan, 199). Asian managers, in other words, are more likely to make good

acquisitions which are more likely to deliver longer-term performance (Luo et al., 2011).

The third literature, flowing from the study of Asian business practices (e.g., Fei,
1992; Hamilton, 1996; Kao, 1993; Zhang & Keh, 2011), points to the importance of

concepts like ‘harmony’ — epitomised by the Japanese idea of wa (f1) — at the group-level
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(Alston, 1989), and ‘relationships’ — epitomised by the Chinese idea of guanxi (5<%) - at the

level of the individual ( Chung & Hamilton, 2001; Hitt, Lee, & Yucel, 2002; Lovett,
Simmons, & Kali, 1999). These concepts encourage trust, social reciprocity and mutual
benefit, relationships, diligence and perseverance, and a long-term orientation (Hitt et al.,
2002; Leung & Brew, 2009; Park & Luo, 2001; Redding, 1993; Rohwer, 1995; Yang & Su,
2013). Both concepts are related, and are institutionally monitored and policed (Chen et al.,
2013; Chung & Hamilton, 2001; Szeto, 2010), and have been linked to enhanced firm
performance (Luo, 1997; Luo et al., 2011; Yang & Su, 2013). Hitt et al. (2002) go as far as
suggesting that Asian firms may, culturally, have a competitive advantage over Western
firms, when it comes to developing and leveraging firm-level social capital. Hitt et al. (2002)
suggest that Asian firms are effective in selecting and managing alliance partners, and are
more successful as a result, compared to Western firms, due to their increased social
sensitivity. Clearly, such a sensitivity is likely to translate from alliance management to

merger management.™**!

The fourth literature, flowing from the study of Confucian business practices,
suggests that the five virtues encouraged by Confucianism - ren ({=), humanity or
benevolence, yi (%), a belief in righteousness, li (i), propriety or ideal conduct, zhi (&),
wisdom, and xin ({3), trustworthiness — have a number of real-world business benefits (Miles
& Goo, 2013; Zhu & Yao 2008). They suggest that while Western managers must be limited
by codes of conduct and legal rules, in order to discourage self-interested behavior, the
absence of Western governance institutions does not imply that Confucian managers will act
in a self-interested way. Confucian societies expect their managers to behave well (Luo et al.,

2011), and because of this societal pressure, Confucian managers are likely to make better

deals.
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Together, these literatures suggest that Asian, Confucian, and Chinese firms are
different to their Western peers. These literatures can be used to explain our findings, but
unfortunately, they do not offer hypotheses which are testable with the sorts of data that we

employ.

Limitations and Future Research Directions

As with all studies, our findings are subject to a number of important limitations which, in
themselves, suggest a number of interesting future research questions. Most importantly, the

level of our analysis might be said to overlook the real differences that we seek to explain.

We compare 13,486 acquisitions across 60 countries: (1) by standardising the set of
explanatory variables that we employ; and by (2) sourcing standardised data from the
Thomson SDC. In doing so, we aim to compare like-with-like, and look for statistical
differences in the same variables across the different countries and regions. Our approach: (1)
assumes that variables suggested by the literature, which has been built upon the study of
American / Anglo-Saxon firms, is a globally appropriate list; and (2) that differences in these
variables can be used to build a map of regional and country-level differences. Paradoxically,

therefore, we assume that everything is the same in attempting to describe the difference.

A number of our result merit attention by future research. First, what did the Chinese
do in the sixth wave that they didn’t in the fifth? We find huge performance differences, but
little variation in terms of deal characteristics. Secondly, why doesn’t the literature on
mergers and acquisitions apply to Chinese acquirers? We find that the Chinese did everything
that the literature warns them not to do, but created more value in the process. Thirdly, and

related to both previous points, what data can be used to comparatively describe the
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behaviour of Chinese mergers and acquisitions? The existing literature explains Chinese
performance in terms of within-firm behavioural practices, but suggests little in terms of
testable hypotheses using a large panel of international mergers and acquisitions. We call for
future researchers, therefore, to continue to explore Chinese mergers and acquisition, with an
eye to developing internationally comparable data, to allow us to better understand Chinese

performance.

Finally, and at the most general level, we hope that future researchers will build upon
the limitations of this research, and will continue to explore the characteristics of non-Anglo-
Saxon mergers and acquisitions so that in future we will not have to restrict non-Anglo-Saxon
mergers and acquisitions to the Anglo-Saxon model which currently dominates the literature.
Developing specifically Anglo-Saxon, Continental European and Confucian models, we

believe, would serve to enrich our understanding of what acquisitions work and why.

CONCLUSION

By demonstrating: (1) that there was a sixth wave; (2) that this sixth wave started in all
regions simultaneously; (3) that there were different “versions’ of the sixth wave; (4) that the
Asian sixth wave was 292% larger than its predecessor, while the North American and
European sixth waves were both smaller; (5) that Asian, Confucian and Chinese acquirers
performed, in that order, the best in the sixth wave; and (6) that the standard set of control
variables cannot be used to explain what it is that the Chinese, in particular, actually did
differently, this paper makes a number of contributions to the literature. Firstly, and by
describing the evolution of the sixth wave across 60 countries, we demonstrate the historical

and academic significance of the largely overlooked sixth wave. Secondly, and by
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empirically describing regional differences in performance, we not only add to the literature
on merger performance, which has, in general, ‘focused on the M&A markets of the USA and
UK’ (Moschieri & Campa, 2009: 72), but add to the ‘limited literature’ (Nicholson &
Salaber, 2013) on the empirical comparison of mergers and merger performance across
systems. Thirdly, and by empirically describing the performance of Asian, Confucian and
Chinese acquirers, we add to the literature which tends to only describe non-Western markets
‘using case studies and descriptive statistics’ (Lin et al., 2009: 1114). Finally, and perhaps
most importantly, and by failing to demonstrate differences between the features of the
average Chinese and the average Confucian acquirer, despite demonstrating significant
differences in performance, we point to the limits of the generalizability of the existing
empirical literature, and to the importance of research on non-Western governance
mechanisms (e.g., Chen et al., 2013). Our research suggests that there are lessons to be learnt

from Chinese acquirers but what those lessons might be, at the moment, remains unclear.

NOTES

Acknowledgements: we would like to thank

[1] While technically and legally different, terms like ‘merger’, ‘acquisition’, and ‘takeover’ are used
interchangeably. Following the convention, we describe merger and acquisition waves as merger waves.

[2] We thank the reviewers for bringing this suggestion to our attention.
[3] We thank the reviewers for this point.

[4] It is clear that the term ‘Anglo-Saxon’ refers to a set of countries, which share a number of cultural and
institutional features, such as the use the common-law system. Just as clearly, the term ‘Continental’ refers to a
set of European countries, which share a number of cultural and institutional features, such as the use the civil-
law system. The term ‘Confucian’, however, is less clear, as it can be used to describe a religion, a philosophy,
or a cultural system. It is important to note, therefore, that we use the word *Confucian’ to identify a set of
countries with a shared cultural heritage, in the same way that we might label Europe as being ‘Christian’. In
doing so, we would not suggest that all European managers are Christian. We would suggest, however, that all
European cultures are based upon a set of values, norms, and beliefs, which have been heavily influenced by
Christian values. These, in turn, are likely to be influence the governance system, which regulates — in a non-
theistic way — the way in which a firm is run. In the same way, and in labelling China, Japan, Taiwan, South
Korea as ‘Confucian’, we would suggest that these cultures are based upon a set of values, norms and beliefs,
which have been heavily influenced by Confucian values. Doing so is inline, for example, with the Inglehart and
Welzel’s cultural distinctions, and prior research. We do not use the term Confucian, therefore, to ascribe any
particular philosophical or religious belief. We recognise: (1) that we cannot account for the religious beliefs of
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the managers in our sample, given the level of our analysis; and (2) that other religious systems, such as
Daoism, Buddhism, Islam, and Christianity, also play important cultural roles in the region.

[5] According to the Wall Street Journal, the Chinese legal system, for example, remains especially ‘weak...
[and Chinese] courts have an inconsistent record in protecting shareholder rights... [a situation complicated by
the fact that] officials often ignore court decisions...”.

[6] We do so because these three regions capture the vast majority of the global merger market

[7] For example, in the case when the acquirers region is listed as Europe, but the country is listed as South
Africa.

[8] Interestingly, we note that because 90.9% of American, 76.6% of European, and 85% of Asian deals remain
within the same geographical region / on the same continent, and a similarly disproportion amount of deals
remain within the same governance system, we could use the target or the acquirers locations to paint similar
pictures of the activity in the sixth wave. We thank the editor for pointing this fact out to us.

[9] For example: writing in the Journal of Finance, Moeller et al. (2005) use an event study, and OLS
estimation, to investigate the performance of 6,596 mergers and acquisitions, and report adjusted R-squares of
2-5% (p.775); writing in the Journal of International Economics, Morck and Yeung (1992) use an event study,
and OLS estimation, to investigate the announcement of 322 internationalisations, and report R-squares of 0-4%
(pg. 49); writing in the Strategic Management Journal, Muller and Kréussl (2010) use an event study, and OLS
estimation, to study the announcement of 354 corporate disaster donations, and reports adjusted R-squares of 4-
6% (p.919); and writing in Research Policy, McNamara and Baden-Fuller (2007) use an event study, and OLS
estimation, to investigate the financial returns to R&D announcement by biotechnology firms, and report R-
squares of 1-7%, using a sample of 180 firms, and 2-8% using a sample of 237 firms. We accept, however, that
even if our results fall within the range of what is normal for an event study, the implication of an R2=0.05 is
that 95% of the variance in the dependent goes unexplained. We recognise this limitation, and hope that future
researchers will pick up on it in future. We thank the editors from bringing this point to our attention.

[10] We test but do not provide results on the performance of acquirers in each of three geographical regions.
Our results suggest that North American acquirers destroyed value in the sixth wave (-3.4%), European
acquirers neither created nor destroyed value, and Asian acquirers, on average, created value (+4.8%) in the
sixth wave.

[11] Not reported but available upon request
[12] We thank the reviewers for bringing this suggestion to our attention.

[13] That is, individualism versus collectivism, masculinity versus feminity, long-term versus short-term
orientation, high versus low power-distance and risk-taking versus uncertainty avoidance

[14] A less positive possibility is that Asian managers -- by virtue of their relatively poor English skills
(McKinsey, 2005; Selmer, 2006) -- are forced to take longer to integrate an acquisition, and research suggests
that the more considered and deliberate the integration, the better the performance (Datta, 1991). We see
evidence of delays in the difference between the announcement and completion dates; the average Anglo-Saxon
acquirer takes 4 days to complete an announced deals, while the average Asian and the average Confucian
acquirer takes 16 days between announcement and completion. We do not have the data necessary to test the
hypothesis that Asian, Confucian and Chinese acquirers outperform the rest because they delay their
integrations, but we hope that future research will pick up on this point. We thank the editors for the suggestion.
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Figure 1. Countries, regions, and systems classifications

Notes: China (dark grey) and the Confucian world (grey) are sub-sets of the Asian
countries for which we have data (light grey). White indicates no data.
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Table 1. Pairwise correlations & descriptive statistics

10

11

12

13

CAR (20,1)
Wave

MB Ratio
Relative Size
Cash Flow
Percent Cash
Cross Border
Hostility
Relatedness
Completed
No. Bids
Delay

Premiums

Mean S.D. Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13
002 019 050 097  1.00
552 050 0 1 001  1.00
(0.72)
301 788 005 6426 -0.01 -0.07 1.00
(0.21)  (0.00)
065 195 000 1609 023 005 005  1.00
(0.00) (0.01) (0.00)
010 013 050 042 -0.08 -0.01 019 -025 1.00
(0.00) (0.59) (0.00) (0.00)
4241 4415 0 100  -0.03 014 -007 -0.09 014  1.00
(0.00) (0.00) (0.00) (0.00) (0.00)
023 042 0 1 003 005 003 001 004 014  1.00
(0.00) (0.00) (0.00) (0.45) (0.00) (0.00)
005 022 0 1 001 001 -003 007 002 004 002  1.00
(0.43) (0.44) (0.01) (0.00) (0.03) (0.00) (0.03)
1002 1505 0 8469 001 001 001 -0.03 004 -003 -0.03 001  1.00
(052) (0.51) (0.31) (0.00) (0.00) (0.00) (0.00) (0.29)
085  0.36 0 1 002 -0.02 002 -013 006 001 000 -029 002  1.00
(0.06) (0.31) (0.06) (0.00) (0.00) (0.19) (0.70) (0.00) (0.03)
005 022 0 1 000 -0.02 002 003 004 004 003 025 001l -027  1.00
(0.66) (0.18) (0.02) (0.00) (0.00) (0.00) (0.00) (0.00) (0.11) (0.00)
872 5475 0 1527 -0.01 -001 002 002 001 003 002 005 003 -004 016 1.00
(0.19) (0.58) (0.06) (0.07) (0.24) (0.00) (0.01) (0.00) (0.00) (0.00) (0.00)
3216  58.85 0 1664 001 -008 004 011 -001 005 005 003 -0.03 -0.04 006 012  1.00
(0.60) (0.00) (0.02) (0.00) (0.61) (0.00) (0.00) (0.01) (0.08) (0.00) (0.00) (0.00)
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Table 2. Regional differences in performance

) Sixth Wave
Full Period:
1990-2010 .
Systems Countries
M1 M2 M3 M4 M5 M6 M7 M8
Sixth Wave -0.01**
[0.01]
Anglo_Saxon -0.058***
[0.02]
Continental 0.048**
[0.03]
Confucian 0.051***
[0.02]
United States -0.038***
[0.01]
France -0.01
[0.03]
China 0.058***
[0.02]
MB Ratio 0.00 -0.002* 0.00 0.00 0.00 0.00 0.00 0.00
[0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00]
Relative Size 0.018***  0.018*** 0.00 0.01 0.01 0.00 0.01 0.01
[0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01]
Cash Flow -0.02 -0.02 0.02 0.02 0.02 0.00 0.02 0.02
[0.03] [0.03] [0.07] [0.07] [0.07] [0.07] [0.07] [0.07]
Payment 0.010* 0.011* 0.00 0.00 0.00 0.00 0.00 0.00
[0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01]
Cross-Border 0.038***  (0.038*** 0.03 0.031* 0.045*** 0.032* 0.045** 0.045***
[0.01] [0.01] [0.02] [0.02] [0.02] [0.02] [0.02] [0.02]
Hostile -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01
[0.01] [0.01] [0.03] [0.03] [0.03] [0.03] [0.03] [0.03]
Relatedness 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
[0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01] [0.01]
Completed 0.01 0.01 0.00 0.00 0.00 0.01 0.00 0.00
[0.01] [0.01] [0.02] [0.02] [0.02] [0.02] [0.02] [0.02]
No.Bids 0.01 0.01 0.03 0.03 0.03 0.03 0.03 0.03
[0.01] [0.01] [0.02] [0.02] [0.02] [0.02] [0.03] [0.03]
Delay 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
[0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00]
Premiums -0.000*%**  -0.000*** 0.00 0.00 0.00 0.00 0.00 0.00
[0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00] [0.00]
Constant -0.018* -0.017* 0.045* -0.01 -0.01 0.02 0.00 -0.01
[0.01] [0.01] [0.03] [0.02] [0.02] [0.02] [0.02] [0.02]
R_Square 0.03 0.03 0.05 0.04 0.04 0.04 0.03 0.03
Obs 3543 3543 695 695 695 695 695 695
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Table 3. Comparision of sixth wave

Sixth Wave
Continents Systems Countries NC\J/I’C/;SVi:th
CHINA North Non- Anglo Continental Non- United Chinese
America Europe Chlpese Saxon European Chlnes'e States France
Asian Confucian

MB Ratio 5.021 2.001%** 4.318 3.146 2.479* 2.339 1.021%** 2.037*%* 1.076** 2.733
Relative Size 0.774 0.576 0.973 1.444 0.692 0.700 0.604 0.510 0.467 1.655
Cash Flow 0.088 0.099 0.105 0.072 0.097 0.106 0.087 0.093 0.109 0.055
Methods of Payment 0.094 0.318*** 0.306** 0.547 0.312%** 0.29%* 0.531 0.329*** 0.273* 0.167
Cross Border 0.281 0.143** 0.566*** 0.285 0.185 0.65** 0.191 0.122*** 0.757*** 0.264
Hostile 0.094 0.033** 0.130 0.089 0.045 0.160 0.255 0.029** 0.061 0.137
Relatedness 0.313 0.376 0.319 0.309 0.369 0.320 0.021 0.354 0.364 0.260
Completed 0.469 0.899*** 0.761*** 0.755*** 0.874*** 0.78*** 0.234 0.910*** 0.696* 0.573
No. Bids 0.031 0.039 0.078 0.071 0.044 0.095 0.744 0.037 0.121 0.018
Delay 10.156 3.882 13.849 21.380 4.422 21.930 47.4** 4.381 14.030 16.458
Premiums 33.610 28.049 21.938 23.260 26.760 23.284 16.560 28.552 21.861 40.62

Notes: Stars denote significant differences between China and the comparison case.
*=p<0.1, **=p<0.05, *=p<0.10
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