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Abstract 
 

 Mergers and Acquisitions (M&As) is a popular strategic option, though the investments 
during the early stage can become a huge risk if the process is not appropriately executed and 
managed. Successful execution of an M&A and achieving targeted financial and strategic 
objectives is therefore one of the most important key issues for a firm’s long-term sustainability. 
Thus, how to lead a successful M&A effort from beginning to end garners significant academic 
and business interest. 

 Many studies address M&A as a popular research topic, discussing areas such as how to 
choose the right industry or target company, how to manage the execution process, and how to 
manage post-merger integration to achieve the acquisition’s objective. Existing research also 
includes scientifically accurate methodologies for financial analyses or to estimate the 
acquisition performance with qualitative analyses of the organizational and cultural aspects of 
the acquisition. However, few studies investigate the stakeholders around the deal, though 
researchers have looked at stakeholder influence on corporate business operations from a variety 
of perspectives. Internal and external stakeholders have various channels to communicate and 
expand their opportunities to participate in the corporate decision making process (Preston & 
Sapienza, 1990). Thus, stakeholders’ responses to a critical strategic decision, such as an M&A, 
would be one of the most important issues to manage for a successful M&A. This study 
empirically examines stakeholders’ responses to M&As. Compared to the previous internally 
focused studies of M&As, this study investigates elements one step outside. By addressing M&A 
events, which bring massive changes in the business environment and lead to stakeholders’ 
varying responses, this study argues for a dynamic perspective in stakeholder research, 
particularly the dyadic perspective, when considering acquirer and target stakeholders’ relative 
benefits or losses.  

 Prior studies group stakeholders into primary and secondary stakeholders (Clarkson, 1995; 
Waddock, 2006). Primary stakeholders are internal and external interest parties possessing a 
direct relationship with the focal company, such as including investors, employees, and suppliers, 
while secondary stakeholders have less direct interactions with the organization, such as the 
community, particular interest groups, and governments (Waddock & Graves, 2006). Primary 
stakeholders may have a stronger influence on the focal firm than secondary stakeholders 
through their closer relationship to the firm. Thus, this study concentrates on primary 
stakeholders’ influence on M&As in the empirical analysis, including employees, shareholders 



and lenders. As for employees, this study focuses on target firm employees’ responses and 
proposes that target firm employees will anticipate that they will be better off after the transition 
the higher the acquiring firm employees’ compensation compared to that of the target firm’s 
employees in the year prior to the acquisition announcement, which will encourage target firm 
employees’ cooperation. In addition, considering the trust of target employees’ in the 
management skills of the large size organization, the acquiring firm’s larger scale of employment 
would relieve target firm employees’ anxiety about upcoming changes from the M&A, 
increasing their cooperation. Secondly, shareholders usually eventually gain investment returns 
through dividends unless they sell their shares. Thus, shareholders who keep their shares in the 
post-deal stage carefully consider the next stage of the M&A transaction (Dorata, 2012). 
Investors focus on corporate business performance, mainly on the financial aspect of the 
outcome and try to influence business operations to gain more financial benefits. Shareholders 
are also concerned about the share of the realized profits. Since dividend propensity varies by 
business entity, owning shares in a firm that tends to offer high dividends is crucial for all 
investors. Thus, from the shareholders’ perspective, the merged firm’s dividend propensity is a 
significantly important issue to consider in addition to financial performance. Lastly, lenders and 
financial conglomerates may participate significantly in the client’s deal execution to make the 
best use of their expanded business portfolios. Lenders’ participation can enhance their relational 
assets with clients and provides opportunities to discuss further strategic concerns, which may 
provide them with more business (Drucker & Puri, 2005). In particular, target lenders can be 
more active in the deal process rather than the acquirer’s lenders due to anxieties around the 
potential loss of their position after the proposed acquisition. If target lenders foresee serious 
disadvantages after the deal is completed, they would oppose and resist the deal progress as 
much as possible. However, once they recognize the acquiring firm’s higher dependency on 
financial institutions and potential business opportunities, they will become cooperative during 
the M&A. 

 The analysis in this study uses data for M&As in Japan from 1986 to 2012. During this period, 
Japanese economy went through a continuous depression after the collapse of asset-price bubbles 
in the late 1980s, forcing firms to transform their business portfolios and follow an innovative 
growth strategy to survive. There were 4,186 acquisitions during that period, allowing a 
sufficient sample to perform empirical analyses. This study focuses on publicly listed companies’ 
M&As to ensure the validity and reliability of the information, excluding the financial industry, 
yielding a sample of 781 for the regression analysis of acquisition premiums and 243 cases for 
the analysis of deal completion probability. 

 Through statistical analysis, I found general support for hypotheses. The findings of this study 
offer new insight into stakeholder relationship in M&A. This study opens a new research 
direction in the field of stakeholder theory and M&A research. 
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