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ABSTRACT 

 

Bridging the gap between two mainstreams of research: 

The international management literature and the 

international economics literature, this dissertation 

attempts to attempts to expand the understanding of how 

regional economic integrations of countries affect the 

pattern and frequency of cross border cooperative 

strategies at the firm level. Regional economic integration 

has been a major area of research in the field of 

international economics and international trade. While the 

number of regional economic integrations around the world 

has experienced acceleration in numbers, theoretical and 

empirical research addressing their impact on multinational 

strategies has yet to catch pace with this increasing 

number of economic integrations. In this dissertation, I 

extend the study of cross border cooperative strategies by 

examining the effects of the environmental changes, 

resulting from economic integrations at the country level, 

on the patterns and structures of two forms of cooperative 

strategies: Cross border mergers and acquisitions and 

international strategic alliances. By building on the 

organization-environment relationship paradigm, I treat the 

integration of the European markets as a major change to 

 vi



the to the firm’s environment to suggest that such changes 

affect the pattern and structure of cross border 

cooperative strategies within the integrated area. In this 

study, I look at two major environmental changes associated 

with economic integrations: Market integration, adoption of 

a common currency. Therefore, the emergence and the 

adoption of the European Union policies at the country 

level and their effects on cross border cooperative 

strategies structures and patterns provide the context for 

pursuing the research questions addressed in this paper. 

The study found significant support for the effect of 

countries’ economic integration on both the structure and 

pattern of mergers and acquisitions and strategic 

alliances, demonstrating that the study of cooperative 

strategies in terms of structure and pattern goes beyond 

the firm level. 
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Chapter I 

INTRODUCTION 

 

Regional economic integration has been a major area of 

research in international economics and economic trade 

literature. Although economic integration, as a world wide 

phenomenon, has been accelerating in numbers and has been 

happening in many regions attempting to reduce trade 

barriers, it has gained little attention in the field of 

international strategy and among strategic management 

scholars. Additionally, while an abundant amount of 

research and theoretical literature has been developed on 

organizational adaptation, especially in strategic 

management (Porter, 1980, Kraatz, 1998), the broad 

application of the environment-organization perspective has 

not been adequately incorporated in the cross border 

cooperative strategy literature to account for the 

implications of economic integrations on these 

organizational strategies and choices.  

The primary goal of this dissertation is to address 

this gap in the international management literature by 

looking at the impact of environmental and institutional 

change on organizations’ international strategies and 

activities. The study addresses how multinational 
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organizations choose among a set of alternative strategies 

to operate in the global arena when their nation states 

undergo economic, monetary and political integration. In 

this study, I extend the existing research on organization-

environment dynamics to address the changes that take place 

on the country level as a result of economic integration. I 

also describe how the institutionalized environments, 

resulting from such market integrations, change the 

frequency and use of various organizational cooperative 

strategies. Strategic alliances (SAs) and mergers and 

acquisitions (MAs) are the two forms of cooperative 

strategies that are examined in this study. The impact that 

the changes in the European Union have on organizational 

use of cooperative strategies constitute the major 

framework of this dissertation.  

The European Union (EU), since its inception in 1957, 

has evolved both in terms of number of members and 

integration levels. The market harmonization efforts among 

members of the EU have created a new organizational 

environment forcing organizations to reconsider their 

strategic options of cooperation in the international 

arena. Although the European Union has been an attractive 

research phenomenon in the international economic trade 

literature, very few studies in international management 
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research have addressed the EU implications on 

organizational strategies. Therefore, in this study, I look 

at how the European nations’ attempts to create an 

economically integrated region change the context within 

which multinational firms operate and within which they 

choose their partners when forming alliances, merging or 

acquiring foreign companies.   

The study looks at the patterns of cross border MAs 

and international SAs within economically integrated 

regions. It addresses the effect of a country’s membership 

to an integrated region on the patterns of MAs and SAs in 

this country and sheds light on specific factors within an 

economically integrated environment that make these 

environments conducive to cross border cooperative 

strategies among firms within an economically integrated 

area. 

 

Organization of Dissertation 

 This dissertation is organized into six chapters. The 

first chapter, which consists of the introduction section, 

has been discussed. In this chapter, the general purpose 

and the key theoretical framework of this study is 

presented. 
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 The second chapter identifies the research questions 

addressed in this study. This chapter also offers an 

overview of the relevant contemporary literature looking at 

regional economic integration and international cooperative 

strategies. It first provides an overview of the literature 

on mergers and acquisitions and the literature on strategic 

alliances. The chapter, then, examines the literature that 

addresses these cooperative strategies at the international 

scale. In addition, a review of the contemporary literature 

on regional economic integrations, its implications and its 

economic benefits on the country level is also provided. 

After the literature review, problems and shortcomings are 

outlined, followed by the research questions addressed in 

this study. 

 The third chapter provides a description of the 

empirical context. The European Union (EU) constitutes the 

empirical context for testing the model presented in this 

study; hence, this chapter includes an overview of the 

European Union, its origin, members and different stages of 

integration since its inception. In addition, it provides a 

discussion of the changes that the EU brings to the 

organizational environment.  
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 The fourth chapter builds on the literature reviewed 

in the previous chapters where specific hypotheses are 

developed to address the primary research questions. 

The fifth chapter identifies the research methodology 

used to test the hypotheses developed in the fourth 

chapter. The data sample and the measurement of variables 

are described in this chapter, along with the research 

design. 

 The sixth chapter presents the results observed and 

the findings of the empirical analyses conducted. It also 

offers a discussion of these results and addresses the 

methodological limitations associated with the conducted 

study. 

 The seventh chapter provides a general summary of the 

research project. Implications of this study, conclusions 

that were drawn are presented, followed by the limitations 

of the study. In this final chapter, the contributions of 

the study and recommendations for future research are 

highlighted. 
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Chapter II 

LITERATURE REVIEW 

 

 This chapter provides an overview of the contemporary 

research realms, upon which this study is built. I provide 

a general review of the literature on cross border 

cooperative strategies. Separate sections of this chapter 

are assigned to review the literature on each of the 

cooperative strategies that this study is examining i.e. 

Cross border mergers and acquisitions and international 

strategic alliances. Each of these sections offers a 

discussion of the literature that addresses these 

cooperative practices as strategies, before it looks at 

these strategies within an international context. In 

addition, the chapter offers a review of the literature 

that addresses regional economic integrations. After the 

literature review, a general conclusion highlights the 

existing gaps in the literature. Afterwards, the main 

research questions that this study is addressing are 

presented. 

 

Cross Border Cooperative Strategies 

 Early 1980s, Competition and bargaining power of 

customers, suppliers and governments were viewed as the 
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main causes for the erosion of organizational profits and 

competitive advantage (Porter, 1980). The strategic 

approach emphasized the defensive value of making other 

entities depend on the organization by capturing critical 

resources, building switching costs and exploring 

vulnerabilities. Hence, the main challenge for the 

organization was its ability to maintain dependence and 

control over its activities (Pfeffer and Salancik, 1978). 

However, the rising R&D costs, the growing barriers to 

market entry, the growing need for global-scale economies, 

and the expanding importance of global competition have 

triggered the need for securing multiple sources of 

competitive advantage (Gupta and Govindarajan, 2000; Hamel 

1991). Organizations sought building interdependent and 

integrated network of organizations within themselves. They 

also felt the need for building collaborative relationships 

externally with suppliers, competitors, customers and even 

governments (Bartlett and Ghoshal, 1989).   

 As organizations attempted to secure multiple sources 

of competitive advantage, they drifted away from focusing 

on preempting offensive competition and focused more on 

building competitive advantage through reliance on 

collaboration and competition simultaneously (Bartlett and 

Ghoshal, 1989).  The previously popular focus on value 
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appropriation changed to simultaneous consideration of both 

value creation and value appropriation (Hamel, 1991). 

Hence, instead of trying to minimize the bargaining power 

of their customers or suppliers, organizations built 

partnerships with them to leverage their competitiveness 

and innovative capabilities in the global market. 

Additionally, as organizations attempted to secure a 

competitive position in the international arena, the 

reliance on foreign and domestic partners became very 

crucial in sharing risk, high costs of R&D and markets 

(Bartlett and Ghoshal, 1989). Two forms of these cross 

border cooperative strategies have formed separate streams 

of research that attracted and still attract many scholars 

in the field of international strategy. These two forms are 

cross border mergers and acquisitions and international 

alliances. As this study examines both strategies, separate 

parts of this chapter are dedicated to address the 

contemporary literature on each of these cooperative 

strategies. 

 

Mergers and Acquisitions 

  Mergers and acquisitions have been a fertile 

stream of research, both as a strategy to sustain 

competitive advantage in a specific market or a specific 
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industry (Harrison, Hitt, Haskisson and Ireland, 1991; 

Lubatkin and Chatterjee, 1994; Chaterjee, 1986) and as a 

strategy to enter foreign markets (Dewenter, 1985; Bouthers 

and Bouthers, 2000; Hisey and Caves, 1985). Motives to 

engage in such strategies, types and the effects on 

organizational performance are various aspects that are 

addressed in the existing literature on mergers and 

acquisitions. 

 Several scholars have looked at the motives that lead 

organizations to merge or acquire other organizations. 

Lubatkin, Srinivasan and Merchant (1997) examine the change 

from “mergers for efficiency” to “mergers for diversity”. 

Resource fit and the associated synergy is one of the 

motives behind MAs (Harrison, Hitt, Haskisson and Ireland, 

1991). Another motive behind MA practices is the reduction 

of systematic risk (Lubatkin and Chatterjee, 1994). Hopkins 

(1987) suggests that strategies that evidenced “strategic 

fit” did show superior profitability.  

In general, the existing research in the realm of MA 

seems to agree that organizations practice MAs in an 

attempt to improve the performance of the acquirer, the 

target or both. However, the main debate is whether these 

MA strategies do actually improve performance or not. 

Whether MA strategies lead to positive post-acquisition or 
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merger performance continues to be a research debate among 

several scholars such as Chatterjee (1986), Carper (1990) 

and others. Chatterjee (1986) suggests that different types 

of mergers have different impacts on value creation for the 

organization. He concludes that horizontal mergers are 

associated with the greatest value creation, followed by 

related or vertical mergers, followed by unrelated mergers, 

which provide the least value creation. The premise that 

there is a positive association between merger and 

acquisition strategies and organizational performance is 

also supported by Brush’s (1996) findings. Brush (1996) 

concludes that changing the ownership from one firm to 

another increases the predicted market share due to 

operational synergy. On the opposite side, Carper (1990) 

suggests that mergers and acquisitions have an overall 

negative impact on shareholders’ wealth. Data, Pinches and 

Narayanan (1992) suggest that while the shareholders of the 

target firm gain from a MA transaction, the shareholders of 

the acquirer do not due to the presence of multiple bidders 

and the acquisition type. 

 There are several factors that contribute to post-

acquisition increased performance. The learning aspect 

associated with previous acquisitions is one of the main 

factors noted by scholars. Pennings, Barkema, and Dounma 
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(1994) purport that the diversification projects of a firm 

with previous experience are more likely to succeed than 

diversification projects of firms with no past 

diversification experience. A finding that is supported by 

other scholars such as Fowler and Schmidt (1989) and 

Bruton, Oviatt, and White (1994). However, other scholars 

suggest that examining organizational resources can explain 

post-merger performance better than examining the 

strategies pursued (Harrison, Hitt, Hoskisson and Ireland, 

1991).  

 Strategic fit, rather than resource fit, between the 

acquirer and the target has been another factor associated 

with post-merger performance. Ramaswamy (1997) reports a 

positive relationship between similarity of strategic 

characteristics and performance. Mergers and acquisitions 

that aim after strategic fit of the merger and the acquirer 

are associated with greater post-merger profitability 

(Hopkins, 1984). 

 Pursuing a related or an unrelated merger and 

acquisition strategy is another debate within the realm of 

merger and acquisition field. While Lubatkin (1987) 

purports that related MAs do not create more shareholders’ 

wealth than unrelated ones, relatedness, measured by 

industry commonality, is positively associated with 
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performance of the acquirer (Kusewitt, 1985; Flanagan 

1996). Lubatkin and O’Neal (1987) concludes that related 

mergers are associated with a decline in total risk and in 

systematic risk; Chatterjee and Lubatkin (1990) offer 

empirical support to this finding. Anand and Singh (1997) 

also suggest that acquisitions oriented towards 

consolidation perform better than acquisitions oriented 

towards diversification. Complementary backgrounds of the 

acquirer and the target firms positively impact post-

acquisition performance (Krishnan, Miller, and Judge, 

1997). Varadarajan and Ramanujam (1987) confirm Rumelt’s 

pattern of findings that related diversifiers on average 

tend to outperform unrelated diversifiers. 

 On the other hand, looking at resource fit rather than 

fit in strategies, Harrison, Hitt, Hoskisson and Ireland 

(1991) present alternative findings suggesting that post-

acquisition performance is positively related to 

differences in capital intensity, administrative intensity 

and R&D intensity. Using both accounting and market 

measures, Dubofsky and Varadarajan (1987) found no 

significant differences in performance between firms with 

low, medium, and high relatedness ratios. 

 In general, while the existing research of mergers and 

acquisitions have addressed various aspects of these 
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strategies, the existing debates and different findings 

within this field make it a healthy and a fertile research 

field. On the other hand, while there is an extensive 

amount of research on MAs as a strategy, past research on 

mergers and acquisitions as a strategy crossing the 

geographic boundaries of a single country has been limited. 

 

Cross Border Mergers and Acquisitions 

Merging or acquiring existing foreign firms has been a 

common international strategy practiced by international 

companies as they enter new markets (Dewenter, 1985). The 

existing empirical research on cross border mergers and 

acquisitions (MAs) includes motivations and objectives 

(Hisney and Caves, 1985) and performance outcomes (Markides 

and Ittner, 1994).  

Much of the MA research looks at reasons for engaging 

in such practices. Cross border MAs are practiced for 

numerous reasons. Spreading and reducing risk of their 

international operations is one of the motivations for 

firms to exercise such practices (Hisey and Caves, 1985). 

Successful and timely foreign market entrance is another 

reason for engaging in cross border MAs (Bouthers and 

Bouthers, 2000). Implementation of such cross border 

practices is dependent on many factors such as the firm’s 
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previous experience in the host country (Hisey and Caves, 

1985) or in other non-domestic countries (Bouthers and 

Bouthers, 2000). Other factors include the size of the 

investment, the diversification of the firm, the presence 

of growth within the new target market, the relatedness of 

the products (Bouthers and Bouthers, 2000); the post-

acquisition turnover of management (Kurg and Hegarty, 1997) 

and the knowledge transfer that occurs after such practices 

have been completed (Bresman, Birkinshaw, and Nobel, 1999). 

    MA completion and survival as well as the economic 

performance outcomes seem to be the most common outcomes 

investigated. Survival and performance outcomes appear to 

be affected by numerous factors. Markides and Ittner (1994) 

suggest that cross border MAs add value to the acquiring 

firm; however, these effects depend on the nature of 

acquisition, the two firms involved and the institutional 

environment prevailing at that specific point in time. Lee 

and Caves (1998) suggest that this improved economic 

performance of the firm is positively correlated with the 

relative size of the acquisition, the degree of product 

diversification, and the intensity of R&D of the acquiring 

firm.  

While there have been some empirical studies 

suggesting that there exists a positive relationship 
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between performance and cultural distance of cross border 

MAs (Morosini, Shane and Singh, 1998), other studies 

suggest that the relationship is negative since there is a 

higher cost associated with business transactions that 

extend across national borders (Dewenter, 1995). Uhlenbruck 

and DeCastro (2000) suggest that industry relatedness and 

vertical relatedness between merging firms is positively 

associated with the post-privatization performance of a 

formerly state-owned enterprise.  

Cross border MAs have been compared to other foreign 

market entry strategies. Barkema and Vermeulen (1998) 

examined how a firm’s postures in terms of multinational 

diversity and multi-product diversity constitute a major 

factor in determining whether the firm expands abroad 

through startups or acquisitions. The study suggests that 

multinational diversity increases the firm’s propensity to 

set up a new venture in a foreign country rather than to 

acquire an existing company. On the other hand, other 

research findings suggest that the relationship between the 

firm’s product diversity and its propensity to expand 

through startups rather than acquisitions is curvilinear. 

Barkema, Bell and Pennings (1996) examined the longevity of 

foreign entries, comparing MAs to startups, in relation to 

cultural distance. The study suggests that the longevity of 
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an international acquisition is positively influenced by 

prior entries of the firm in the same country. In addition, 

the longevity of foreign expansion through acquisitions, in 

which the firm has a majority stake, would improve if the 

expanding firm engaged in prior entries in the same country 

and in other countries in the same cultural block. 

 

Strategic Alliances 

By definition, strategic alliances are defined as 

the long-term cooperative arrangements between two or more 

independent organizations for mutual economic gain (Tsang, 

1998). At one extreme, an alliance between two firms can be 

formed for many functional areas; at the other extreme, an 

alliance can be restricted to encompass a specific single 

function (Varadarajan and Cunningham, 1995).  

From a theoretical perspective, three main 

explanations have been offered to address the purpose that 

strategic alliances are supposed to fulfill. One important 

approach is presented by Transaction Cost theory 

(Williamson, 1975). Efficiency, cost minimization and asset 

specificity are the major considerations for a firm to 

decide whether it will develop specialized resources within 

itself or engage in collaborative alliances with other 

firms. Williamson (1991) has termed alliances as the 
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“hybrid mode” of governance. Other scholars, on the other 

hand, argue that attention should be shifted to the process 

by which alliance partners create and claim value (Tsang, 

1998). Also, some scholars argue that more emphasis should 

be placed on value creation aspects of the alliances, 

rather than the cost minimization aspect (Zajac and Olsen, 

1993). 

The Resource Dependence perspective suggests another 

explanation for strategic alliances. Organizations attempt 

to acquire control of scarce resources via the help of 

alliance partners (Pfeffer and Salancik, 1878). The 

resource dependence perspective emphasizes the need to 

maintain control, but unlike the transaction cost 

perspective, it also emphasizes collaboration as an 

alternative for accumulating resources. However, as none of 

these perspectives offer an integrative view of alliances, 

the resource dependence perspective does not address the 

dynamism in the alliance relationship and does not address 

issues beyond the formation stages of the alliances (Hyder 

and Abraha, 2001). 

The resource based view is a third theoretical 

framework that addresses strategic alliances. Strategic 

alliances are viewed as alternatives for making proper 

development and deployment of resources (Wernerfelt, 1984; 
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Barney, 1991). A firm’s competitive advantage is contingent 

on the firm’s resources being valuable, rare, imperfectly 

imitable and have no equivalent substitutes (Barney, 1991). 

When a firm lacks resources with these attributes, it will 

try to form alliances with other firms that possess these 

resources. Comparing this approach to the transaction cost 

perspective, Eisenhardt and Schoonhoven (1996) have found 

that strategic and social factors are more important than 

transaction costs, and that the logic of need and 

opportunities overshadows the efficiency issues.  

 

International Strategic Alliances 

In general, Research on international strategic 

alliances (ISA) has been focused on the motivations behind 

these organizational strategies, alliance relationships, 

alliance-partner selection, and organizational performance 

outcomes of such cooperative strategies.  

The literature on ISAs addresses several 

motivations, economic and non-economic, including entering 

new markets, reducing manufacturing costs, and developing 

and diffusing new technologies rapidly (Walters et al., 

1994). Other reasons behind many of the international 

strategic alliances that the literature addresses include 

technology exchange and R&D, and marketing collaboration 
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(Koh and Venkataraman, 1992; Glaister and Buckley, 1996). 

Additionally, Alliances and joint ventures are viewed as a 

more conservative or defensive investment in a foreign 

market to hedge against the risk and uncertainty associated 

with entering new markets (Vernon, 1983). In addition, 

strategic alliances allow firms to gain the advantages of 

scale economies or learnings. The ability to realize 

synergetic benefits can be captured by independent firms 

when they exercise strategic alliances (Anderson and Narus, 

1990). There is empirical evidence that ISAs have been 

found to affect firm’s technological position, innovative 

capabilities, information exchange and reflexivity (Aulakh, 

Kotabe, and Sahav 1996; Chikudate, 1999; Stuart and 

Podolny, 1996). 

  Some empirical and theoretical work have addressed 

the issues and risks associated with this form of 

cooperative strategies. Reich and Mankin (1986) argue that 

alliances and collaborative relationships between 

competitors could be risky; firms have to be careful in 

these decisions because they may eventually end up losing 

their competitive advantage more than the benefits they can 

gain from an alliance. The effects of country or national 

variables on the success and survival of international 

alliance have been discussed under partner selection 
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literature of strategic alliances. The commitment of the 

partners to transfer knowledge, expertise, resources and 

capabilities to the alliance is a key issue for the success 

of joint ventures and strategic alliances; however, it has 

its share of risk as well (Ikpen and Beamish, 1997; Isobe, 

Makino and Montgomery, 2000). 

 International management research has also addressed 

the alliance relationships, business networks and outcomes 

of these alliances. A number of environmental, firm and 

alliance factors have been found to affect various aspects 

of the strategic alliance relationships (Pan, 1997). Some 

of these aspects include trust between partners of the 

alliance (Dyer and Chu, 2000; Griffith, Hu, and Ryans, 

2000), reciprocity and governance (Kashlak, Chandran, and 

Di benedetto, 1998), negotiation tactics (Money, 1998), and 

stability of the alliance formed between multinational 

organizations of different nationalities (Celly, Spekman 

and Kamauff, 1999). Serapio and Cascio (1996) have 

thoroughly examined the major reasons for alliances failure 

and/or death arguing that alliances typically end for one 

or more of the following reasons. These include: weak 

performance of the alliance, irreconcilable differences 

between the partners of the alliance, breach of agreement, 

goals and objectives of partners evolving beyond what the 
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alliance can perform, financial difficulties, and the 

alliance has met its goals and reached its conclusion. 

Additionally, networks of alliances among multinational 

corporations have been found to relate to value creation, 

greater profits, and price and cost fluctuations (Holm, 

Erikson & Johanson, 1996; Holm, Erikson and Johanson, 

1999). In fact, the area of partner selections and 

relationships is the most researched sub-topic within the 

area of cross border strategic alliances; however, what is 

missing is the adequate research on the effects of 

environmental factors on strategic alliance structures and 

patterns. 

Gaps in the Cross Border Cooperative Strategy 

Literature 

Past research has addressed the emergence of SAs and 

other forms of cooperative strategies as a response to 

changes in the global environment and the different 

perceived benefits associated with internationalization 

(Ghoshal, 1987; Hitt, Hoskinson, and Kim , 1997; Ghosal, 

1987); however, these studies did not look at the specific 

changes that alliances undergo whether in frequency or 

structure.  

Cross border cooperative strategies have been dealt 

with in a vacuum as if these strategic choices exist alone 
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with no link to the external environment. Although few 

studies have addressed the effects of the overall economic 

state of a country and the likelihood of multinational 

firms implementing SAs and MAs to internationalize their 

operations under different sets of economic variables such 

as emerging economies, developing economies etc (Hitt et. 

al, 2000; Steensma et. al, 2000; Weaver and Dickson, 1999), 

it is apparent that in both of these subdivisions of the 

international strategy, cross border mergers and 

acquisitions and international strategic alliances, there 

is a lack in the wide application of environment-

organization relationship.  

Both literatures have not fully embraced the 

increasing number of free trade blocks and the economic 

integration of several sovereign nation states, which 

constitutes a major stream of research among international 

trade and economics literature. Scholars of international 

management realize that free trade agreements and market 

integration among countries constitute major changes to the 

global arena and have major effects on managers of 

multinational firms’ strategies; however, there is little 

theoretical and empirical research on their implications on 

strategic choices of such organizations. In fact, the 

effects of regional market integration on organizational 
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strategic choice constitute a forum for debate and 

discussion as a business phenomena in the popular press 

such as the Financial Times and Economist but with little 

basis on theoretical and empirical evidence. 

 

Regional Economic Integration 

Economic integration is happening in general and in 

particular among different sets of nations around the world 

(Hill, 2002). While “Regionalism” is described in the 

Dictionary of Trade Policy Terms, as “actions by 

governments to liberalize or facilitate trade on a regional 

basis, sometimes through free-trade areas or customs 

unions”, within  the WTO context, regional trade agreements 

(RTA) have both a more general and a more specific meaning: 

more general, because RTAs may be agreements concluded 

between countries not necessarily belonging to the same 

geographical region; more specific, because the WTO 

provisions which relate specifically to conditions of 

preferential trade liberalization with RTAs. Figure 1 shows 

the notable trend in the global economy of the accelerated 

movement toward regional economic integration between the 

year 1948 and 2002. 

Economic integration falls on a spectrum and occurs on 

several stages that have been addressed and studied heavily 
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in international macro-economics. In theory, several levels 

of economic integration are possible; from the least 

integrated to the most integrated, they are a free trade 

agreement such as NAFTA, common markets, a common union, an 

economic union and finally, a full political union (Hill, 

2002).  With differences in the levels of integration, 

these different stages of a fully integrated union impose 

different levels of institutional forces and changes to the 

environment within which organizations in different nations 

operate. By removing trade barriers and promoting regional 

trade, economic, monetary and political integration of 

nation states boosts competition as well as growth 

potentials within certain industries and among existing 

organizations. Economic, monetary and political 

integrations also drive firms to change and implement 

different types of strategies to compete or cooperate in 

the international arena.  

Scholars of international economics and trade, along 

with researchers in sociology such as Fligstein and Sweet 

(2002), have looked at economic integration and the 

emergence of free trade blocks to examine how polities and 

markets are constructed. Existing theory on regional 

economic integration has been mainly concerned with the 

different levels and types of such phenomena and their 
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implications the country’s overall economy. Stone and 

Caporaso (1998) suggest the path that nations follow as 

they move from free trade agreements towards a bigger 

supranational polity or integration. Additionally, 

consistent with the suggestions of international trade 

scholars, particularly the theory of comparative advantage 

among different nations, the theory on regional economic 

integration has mainly been addressing the reasons why 

nation states engage in such integrations (North, 1989; 

Sharpf, 1996). A country’s costs and benefits from joining 

a fixed-exchange economically integrated area depend on how 

well- integrated its economy is with those of its potential 

partners (Mundell, 1961). In fact, Mundell’s theory of 

optimum currency also purports that fixed exchange rates 

are most appropriate for areas closely integrated through 

international trade and factor movements, both of which are 

characteristics of economically integrated regions. These 

theories have been mainly concerned with the macro economic 

and sociological level of such phenomena exclusively 

without ties to micro organizational variables.  

As countries move towards a greater regional economic 

integration, consumers and organizations within these 

nations are faced with a new set of challenges and benefits 

(Hitt, 2002). When nation states sign agreements to 
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facilitate trade and to remove tariff and non-tariff 

barriers to free flow of goods, services and factors of 

production, they bring new institutional regulations and 

policies that reshape and redefine the competitive scope of 

industries. In fact, there has been statistical evidence of 

industry consolidations within the continent of Europe 

after January 1, 1993, when the Single European Act became 

law among the member states of the European Union. These 

changes will directly affect organizations’ attempts to 

sustain their competitive edge or to gain a bigger market 

share of the newly integrated unified market. In fact, the 

scale of the new integrated market and the free movement of 

goods, services and sources of production will encourage 

firms to exploit new areas in such market and attempt to 

achieve economies of scale. Additionally, as the scope of 

competition intensifies among organizations, these 

organizations shift their competitive strategies more 

towards price competitive and low cost strategies. 

Organizations adjust their strategies and implement new 

strategies that help them achieve economies of scope and 

allow them to have a bigger share of the newly integrated 

markets. 

In general, cross border cooperative strategies have 

been dealt with as phenomena at the firm level, even though 
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it is apparent that there is a need to examine these cross 

cooperative strategies as patterns on the country or nation 

level. Therefore, this study fills the gap in both 

literatures: The literature of regional economic 

integration and the literature of cross border cooperative 

strategies of multinational organizations. It builds 

bridges between international economics and trade research 

on regional economic integration and international strategy 

literature on cross cooperative strategies.  

 The major tenet of this dissertation is that cross 

border cooperative strategies cannot be studied in vacuum 

as most existing studies have done. In addition, the role 

of the macro-environment and the changes it undergoes on 

organizational strategies cannot be ignored or understated. 

With the regional economic integration being the macro-

environmental change in this dissertation, I look at the 

direct link between the changes on the country level and 

changes at the organizational strategy level. I look at how 

factors such as the use of common currency, the 

establishment of a unified monetary system, the use of a 

single tax system and the removal of tariff and non-tariff 

barriers to trade directly affect organizational activities 

of multinational firms.  Hence, the results of this study 

will contribute to the body of international management by 
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offering theoretical and empirical evidence that can be 

applied to other integrated regional agreements that are 

occurring around the globe.  

This study addresses three primary research questions. 

These questions are: 

Research Question 1:  How does economic and market 

integration impact the choice and frequency of 

international corporate strategic activities of 

multinational firms within these nation states?   

 

Based on organizational adaptation literature, this 

research study addresses the changes that organizations 

implement to their cross border cooperative strategies as a 

result of economic integration of the nations within which 

these organizations operate. The theory of economic trade 

emphasizes the benefits of economic integration for 

national economies and for growth of industries. As firms 

recognize these opportunities, they tend to change and 

adjust their strategies to achieve economies of scale and 

scope necessary to compete in such integrated markets. The 

primary objective for this question is to shed light on the 

linkage between economic integration at the nation-state 

level and strategic choice at the organizational level. 

Therefore, in this question, I examine the changes in the 
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frequency of specific types of strategies and the changes 

within the structures of these cooperative strategies as 

nations integrate into a single economic power. 

Research Question 2: Is there a particular type of 

international strategic action that will be used more 

frequently within nations that join a regional 

economic integration? 

  

Following up on the first question, it becomes 

necessary to look at the integrated environment created and 

the emerging changes that make such an environment more 

conducive for one form of cooperative strategy than for 

other forms of cooperative strategies. The main objective 

of this question is to specifically identify the set of 

environmental factors that make the economically integrated 

region conducive to the specific strategic choice with the 

highest frequency. In other words, this research question 

helps explain the spread and the wave of certain 

organizational cooperative strategies after nation states 

undergo economic and market integrations.  

In addition, this research study follows Vardarajan 

and Cunningham (1995) distinction between the two of 

alliance structures. These two structures are equity 

alliances and non-equity alliances. Equity alliances, 
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namely joint ventures, are these cooperative contracts 

where one or more partners invest equity in this 

cooperative relationship; on the other hand, Non-equity 

alliances are cooperative relations between firms managed 

directly through contracts without engaging in cross-equity 

holdings and creating independent bodies. 

 

Research Question 3: A) How does the choice of cross 

border organizational strategies compare among 

countries that are fully integrated and countries that 

have not fully embraced the regional economic 

integration? B) To what extent does a nation’s 

decision as to when to join a regional integration 

affect the choice and frequency of cross border 

organizational strategies within this nation? 

 

This research question adds a comparative aspect to 

this research study, especially when different nations lie 

on a spectrum in terms of their adherence to all the 

reforms of the integration. Additionally, not all countries 

within a geographical region become members of the economic 

integration at the same time. Some countries are “leading” 

members joining this regional integration at its early 

stages. In many cases, these leader nations are more 

 30



influential in institutionalizing the integration changes 

and reforms than the joining nations, where the latter are 

the nations that become members of the integrated region at 

a later time without passing through the stages and the 

evolution of the integration. The first part of the 

question looks at the frequency of certain types of 

organizational strategies in countries that adopt all the 

monetary, economic and political reforms of the economic 

integration before and after the establishment of the 

economic union.  The second part of the question offers a 

comparison of cross border strategic choices between early 

members of the economic integrated region and members who 

become part of this union at a later stage. Although this 

question might not offer new findings, it offers a great 

deal of supporting evidence that economically integrated 

regions constitute unique phenomena. Both parts of the 

question aid in supporting the argument that within 

economically integrated regions, organizational strategic 

choices differ from non integrated regions and those 

organizations under such economic integration behave 

differently. In other words, the primary objective behind 

this research question is the argument that makes 

economically integrated regions differ from other 

environmental contexts, and to build an argument that such 
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integrated regions entail organizations to operate 

differently than in other contexts. 
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Number of RTAs 

 
Source: WTO Secretariat 
Figure 1. Evolution of Regional Trade Agreements in the 

world, 1948-2002  
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Chapter III 

EMPIRICAL CONTEXT 

 

The European integration constitutes the empirical 

context for testing the model presented in this study. The 

study addresses the changes that the European Union brings 

to the international arena and the impact it has on 

organizational cross border cooperative strategies. 

Although few previous studies have addressed the effects of 

macro-national factors (Dymsza, 2002) and national cultural 

differences (Aulakh and Madhok, 2002) on the choice and the 

success of cross border cooperative strategies, research in 

the field has mainly stayed at the individual firm level. 

It has not adequately addressed the effects of changes in 

external environments on these strategic practices when 

countries become members of an economically integrated 

region. The European Union constitutes the most current 

example of a region attempting to become an economically 

integrated area; hence, it serves as a rich context to 

empirically test the model that is presented in this study. 

Therefore, in this chapter, I provide an overview of the 

European Union, its history, evolution, current status as a 

global actor and its implications to multinational firms 

operating in the international arena.   
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The European Union: A Current Demonstration of Regional 
Economic Integration 

Although the idea of the ‘États-Unis d’Europe’[United 

States of Europe] was first imagined by Victor Hugo in 

1851, it was not until the 1945, the end of World War II, 

that the idea had been taken seriously.  By the end of 

World War II, the European continent was in turmoil.  

Looking at the United States and its economical growth, the 

European leaders remembered the famous words of the French 

writer; and with those words, a new concept was born: a 

concept, which sixty years later, became a reality. 

The European Union is the most current illustration of 

a region attempting to economically integrate. To many, the 

EU is an emerging economic and political superpower of the 

same order as the United States and Japan, and it is 

reshaping the direction of international trade and FDI as 

it has become the fourth addition to the old international 

trade triad (Ball and McCulloch, 1999).  

Whether the European integration is a positive 

development for continental Europe remains a steamy fertile 

debate. Even though there still exist some confusion about 

how it works and about what it means among the 373 million 

people that live under its jurisdiction, the European Union 

has evolved considerably since its creation in 1958 and 
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will go down in history as one of the most remarkable 

achievements of the twentieth century. According to the 

international economic theories that address on the 

different levels of regional economic integration, the 

current status of the EU fits the category of an economic 

union, which by definition involves the free flow of 

products and factors of production between member countries 

and the adoption of a common external trade policy and a 

common currency (Hill, 2002). However, The EU is still not 

a perfect economic union since not all members of the EU 

have adopted the common currency “Euro” and differences in 

tax rates across countries still remain (Hill, 2002). The 

EU is designed to promote peace and economic cooperation in 

Western Europe and is seen as a complex blend of 

supranational and intergovernmental modes of governance 

that varies across time and policy arenas (Fligstein and 

Stone Sweet, 2002) and that will set new rules for many of 

Europe’s old institutions and organizations. The Treaty of 

Rome (established the European Community in 1957 but later 

became the European Union in 1991 after the Maastricht 

Treaty) has resulted in the establishment of a set of 

organizations with the capacity to produce, apply and 

enforce market rules in order to promote economic exchange 
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across national borders of Western Europe nation-states 

(McCormick, 1999).  

Therefore, these institutional, political, monetary 

and economic changes create a new framework within which 

organizations exist. As these organizations see new 

opportunities for growth within the unified integrated 

region, they adjust their strategies to capitalize on these 

opportunities. 

 

The European Union Treaties 

The framework of the United States of Europe, or what 

is today known as the European Union, was started by a 

series of treaties (Hill, 2002). It was the belief of the 

European leaders of the time, Adenauer, Churchill, Gasperi 

and Schuman, that the series of economic treaties among the 

European countries would reduce potential future conflicts.  

As a result, the Treaty of Paris, which led to the European 

Coal and Steel Community (ESCS), was signed in 1951 by six 

countries:  Belgium, the Federal Republic of [West] 

Germany, France, Italy, Luxembourg, and the Netherlands.  

The ESCS pledged to pool coal and steel resources by 

providing a unified market for the coal and steel products.  

The ESCB treaty lifted some restrictions on imports and 

exports, and created a unified labor market.  The Treaty of 
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Rome, which set up the European Economic Community (EEC) 

and the European Atomic Energy Community (Euratom), was 

singed in 1957 by the same six nations.  The Treaty of Rome 

set up an aim to increase economic development, stability, 

and the standard of living for all the nation-members 

(Fountaine, 2002) By the time the Single European Act was 

passed in 1986, the European Economic Community had twelve 

members (its initial six founding members, Denmark, the 

United Kingdom, Ireland, Greece, Spain and Portugal).  The 

Treaty of the European Union, also known as the Maastricht 

Treaty, was signed in 1992.  The Maastricht Treaty 

established the European Union of today.  After the singing 

of the Maastricht Treaty, Austria, Finland and Sweden 

joined the European Union in 1995.  The Treaties of 

Amsterdam and Nice were signed in 1997 and 2001 

respectively (becoming effective in 1999 and 2003). 

 

EU Evolution in Terms of Membership and Levels of 
Integration 

By singing the Treaty of Rome, in 1957, Belgium, the 

Federal Republic of [West] Germany, France, Italy, 

Luxembourg, and the Netherlands established the European 

Economic Community (EEC).  European Economic Community 

served as a custom’s union:  the tariffs and other trade 

barriers were slowly reduced.  The common market was formed 
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on 1 July 1968, when the six countries removed the custom 

duties, and set up common trade and agricultural policies 

(Fontaine, 2002). 

The common market venture proved successful, and three more 

countries jointed the European Community in 1973:  Denmark, 

the United Kingdom, and Ireland.   

Between the years of 1973 and 1981, the European 

Community underwent few changes:  new social, regional, and 

environmental policies were introduced, and the European 

Monetary System (EMS) was established to help with the 

elimination of the gold standard. New areas of 

intergovernmental cooperation were added by the ‘Treaty on 

European Union’ (also known as the Maastricht Treaty), 

which came into force in 1993.  The European Economic 

Community was renamed into the European Community (EC).   

The European Union is slowly evolving from the common 

market into an economic union.  Today, the European Union 

is considered an incomplete economic union, for it is 

somewhat short of meeting all the requirements of a 

complete integration. The most obvious reasons for the 

union’s imperfection are the currency issue and the 

supranational government issue (including the defense 

concern).  On January 1, 1999, 12 EU countries formed a 

European Economic and Monetary Union (EMU). However, it is 
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important to recall that, prior to May 1, 2004, the 

European Union consisted of 15 member nations; thus, three 

of the EU members (Denmark, the United Kingdom, and Sweden) 

decided not to join the EMU, and not be part of the Euro 

zone.  Since only twelve member-nations use the European 

currency, the Euro, monetary union has not yet been 

achieved.  The second issue of not having an integrated 

supranational government (including common defense policy) 

is also stopping the EU from achieving a full economic 

union.  Although the member countries have already formed 

the supranational government (including the European 

Commission, Council of Ministers, Parliament of the EU, and 

the European Court of Justice), which consists of the 

representatives from all member nations, those same nations 

have decided to avoid placing their own sovereignty in each 

others hands.  To achieve a status of complete economic 

union, the members of the European Union would have to 

surrender their entire national [political], social, and 

fiscal policies to a supranational [one] ruling body.   

 

Enlargement and the Waiting List 

While the EU originally started with six countries, it 

has increased its membership to 25 countries (including 

some of the former Communist countries).  The first six 
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members of the European Steel and Coal Community included 

Belgium, the Federal Republic of [West] Germany, France, 

Italy, Luxembourg, and the Netherlands.  The European 

Economic Community was later joined by Denmark, the United 

Kingdom, and Ireland in 1973.  In 1981, Greece joined the 

Community.  Spain and Portugal followed in 1986.  In 1995, 

Austria, Finland and Sweden joined the EU. Throughout the 

1990s, the EU received 12 applications for membership 

consideration:  two applicants from the Mediterranean 

countries [Cyprus and Malta (1990)], nine applicants from 

former Soviet republics [Hungary and Poland (1994), 

Slovakia, Romania, Latvia, Estonia, Lithuania, and Bulgaria 

(1995) and the Czech Republic (1996)], and one applicant 

from a former Yugoslavian republic [Slovenia (1996)] 

(Fontaine, 2002). The EU welcomed this opportunity to 

stabilize the European continent, and on May 1, 2004, ten 

of the above listed countries joined the EU:  Cyprus, Czech 

Republic, Estonia, Hungary, Latvia, Lithuania, Malta, 

Poland, Slovakia, and Slovenia (Bulgaria and Romania did 

not make the final round).   

Therefore, the EU of today consists of 25 member 

nations:  Austria, Belgium, Denmark, Finland, France, 

Germany, Greece, Ireland, Italy, Luxembourg, the 

Netherlands, Portugal, Spain, Sweden, United Kingdom, 
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Cyprus, Czech Republic, Estonia, Hungary, Latvia, 

Lithuania, Malta, Poland, Slovakia, and Slovenia.   

Despite its recent enlargement, the EU is expected to 

incur future expansion, and countries such as Bulgaria, 

Croatia, Romania, and Turkey are possible candidates of EU 

membership. Former Yugoslav Republic of Macedonia is 

currently undergoing the application process (Fontaine, 

(2002). EU officials are not planning to stall the 

membership process, for the delayed acceptance may hold 

back the economic growth and delay investment from the 

foreign companies.  As long as the candidate countries 

achieve all the EU requirements and sustain economic and 

political stability, increase investment, and provide a 

free trade environment, nothing stands in their way of 

being admitted to the European Union.  

 

Implications on Organizations 

Within the field international economics and trade, 

there is a stream of research that has long advocated the 

benefits of economic integration and common currency blocks 

(Krugman and Obstfeld, 2000) on national economies. 

Economic integration and the adoption of a common currency 

among a set of countries has been associated with a 

positive increase in intra-trade among member nations. Rose 
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and Wincoop (2001) suggest that the true effect of the euro 

is close to 50 percent increase in intra-European trade. 

Rose (2000), using data on 186 countries, dependencies, 

territories and colonies, set out to test the hypothesis 

that economic and monetary unions promote trade. One 

innovation in his study is that he looked at the average 

effects of a common currency not only across time but also 

across different countries. Additionally, his study 

incorporated other determinants of trade other than 

currency union- including incomes, distance between trading 

partners. Rose (2000) concludes that on average, two 

countries that are members of the same currency union trade 

three times as much as with each other as countries that do 

not share a currency. Rose also finds significant trade-

creating effects of reduced exchange-rate volatility even 

when it occurs without currency union; however, those 

effects are much smaller than those of the adoption of a 

common currency.   

Fiscal federalism is another aspect that economic 

theories have addressed as benefits of part of an economic 

integration (Krugman and Obstfeld, 2000). Being part of the 

‘Euro zone’ makes it possible for the EU to transfer 

economic resources from members with healthy economies to 

those suffering economic setbacks. Therefore, improving the 
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aggregate economic situation of the overall integrated area 

in the long run; hence, creating growth opportunities for 

organizations to grow and expand. Unfortunately, due to 

limited taxation powers, the European Union can only 

practice fiscal federalism only on a very small scale 

(Krugman and Obstfeld, 2000). 

  A larger, homogenous market of goods, services and 

labor offers new trade and investment opportunities and 

reduces unemployment levels. In an econometric study 

comparing unemployment patterns in U.S. regions with those 

of in EU countries, Eichengreen (1990) suggested that 

differences in regional unemployment rates are smaller and 

less persistent in the United States than are differences 

between national unemployment rates in the European Union.  

The European economic integration removes various trade 

barriers and allows goods, services, capital, labor, and 

technology to move freely between member countries. 

European integration also promotes regional trade, and 

enhances economic growth.  All businesses are free to 

access the rest of the European Union, hence creating 

bigger market opportunities for growth within this 

homogenous market.  Businesses that have entered the 

European Union have been able to achieve the economies of 

scale, foster specialization, attract more investment, and 
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find new customers.  The 2004 enlargement of the EU added 

75 million citizens to the existing 378 million (Hill, 

2002).  This chance presents the EU, individual countries, 

and businesses with enormous opportunities, especially in 

the countries that have little experience as market 

economies- Countries associated with the former Soviet 

Block.   

There are few disadvantages to the European economic 

integration.  At times, the European Union’s regulations 

have put the nonmember country businesses at a 

disadvantage.  Since not all member countries of the EU are 

part of the ‘Euro Zone’, price differentials still exist in 

different European locations (Krugman and Obtsfeld, 2000).  

In addition to member nations, A few things can be 

addressed about those countries on the EU’s waiting list.  

Since businesses are not sure when the accession to the 

European Union will take place, the businesses are weary of 

foreign direct investment (Krugman and Obstfeld, 2000); 

they either choose less costly methods of entering the 

country, or opt out for different business strategies.  

Keeping the countries on the waiting list only hurts the EU 

in the long run.  Slower accession also affects companies’ 

ability to export to each other’s markets.  In addition, 

applicant countries may be spending too much time and 
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capital on attempting to improve the overall infrastructure 

of the country that they completely neglect the prospective 

business clients.   

Conclusion about the European Union 

In general, the European Union still has ways to go 

before it becomes a perfect economic integration. Since the 

Maastricht Treaty in 1991 and the “1992” drive toward 

economic liberalization, the European Union has moved 

closer towards being an optimum economic integration in 

terms of adoption of a common currency, tax reforms and 

Exchange rate stability. However, it has done very little 

to improve labor mobility within Europe (Krugman and 

Obstfeld, 2000). Overall, the changes that the EU is 

bringing to the European Platform constitute a current 

illustration of the effects of regional economic 

integrations on the macro economic and the business 

environment of member nations.   

Overall, in political, economic, monetary, and trade 

terms, the European Union has become a super world power. 

While existing research on the EU has primarily focused on 

the economic implications of the European integrations on 

member nations, addressing the implications of the EU 

reforms on the business environment and organizational 

strategies build new road maps for research in this field. 
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In this chapter, I have provided a history of the European 

Union, its evolution in terms of integration and number of 

members, and its implications on members’ economies and 

business environment. In the next chapter, I develop 

hypotheses to examine the relationship between the cross 

border MAs and international alliances and the effects 

economic integration. 
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Chapter IV 

HYPOTHESES DEVELOPMENT 

 

The major tenet of this dissertation is that cross 

border cooperative strategies cannot be studied in a vacuum 

as most existing studies have done. In addition, the role 

of the macro-environment on organizational strategies can 

not be ignored. The research questions addressed in this 

study do not look at the increase in the total number of 

cross border MAs and SAs in the European nations that had 

undergone or are undergoing the integration with the 

European Union. These questions are looking at the increase 

of cross border MAs and Alliances among EU members as a 

percentage of the total number of MAs and SAs within the EU 

member nations. 

Membership to a Regional Economic Integration  

Economic theories, specifically comparative advantage 

theory, suggest that the establishment of an economically 

integrated region in Europe increases overall production of 

the region, and creates market and economic growth (Hill, 

2002). With economic growth boosting in Europe, European 

multinationals are among the first to capitalize on such 

growth opportunities, seeing this as an opportunity to grow 

internally within the new boundaries of the EU, and later 
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growing internationally in the global environment. 

Therefore, European firms tend to merge with other European 

firms as they try to attain the scale economies necessary 

to compete on a larger European playing field and capture 

the benefits of the economic growth among member nations. 

Although the EU is still not considered a truly single 

European market, pan-European firms will emerge as a result 

of this economic integration of European nations. 

Therefore, for research question1, I hypothesize: 

Hypothesis 1: A country will experience higher 

percentage of cross border mergers and acquisitions 

between its firms and firms of other EU members, after 

the country becomes a member of the EU than before 

becoming a member. 

 

Hypothesis 2: A country will experience higher 

percentage of international alliances between its 

firms and firms of other EU members, after the country 

becomes a member of the EU than before becoming a 

member. 

Hypothesis 3: A country will experience a higher 

percentage of equity based alliances, as compared to 

non-equity based, between its firms and firms of other 
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EU members, after the country becomes a member of the 

EU than before becoming a member. 

Level of Integration: Full vs. partial integration 

Regional economic integration falls on a spectrum of 

different levels, with each level having a different set of 

monetary, economic, and political implications. With 

differences in the levels of integration, these different 

stages towards a fully integrated union impose different 

environmental forces and changes to the environment within 

which organizations in different nations operate (Hitt, 

1996). The European Union, which started as an agreement 

between the six countries of the European Coal and Steel 

Community, has evolved to become an imperfect economic 

union of 15 European nations. Although EU members are 

increasing in number, there is skepticism among some of 

these countries regarding the adoption of the Euro as the 

official currency (McCormick, 1999). Adoption of the Euro 

makes these countries more economically integrated with the 

rest of the EU members and creates a new set of monetary, 

social, economic changes to their competitive environment 

(Hill, 2002). Organizations will exist in a more harmonized 

and integrated region that offers bigger markets and growth 

potentials but with different kinds of risks. While 

exchange rate risk no longer exists for these 

 50



organizations, price competition intensifies, with each 

organization attempting to serve a bigger integrated 

market. To capitalize on these growth potentials, 

organizations tend to merge or form alliances with other 

European firms in the more integrated Europe. Therefore 

from research question 3, I hypothesize: 

Hypothesis 4:  The higher the integration level of a 

country to the EU, the higher the percentage of cross 

border MAs between firms in the country and in other 

EU members. 

  

Hypothesis 5:  The higher the integration level of a 

country to the EU, the higher the percentage of SAs 

between firms in this country and in other EU members. 

 

Timing of Membership: Leading members vs. joining members 

The European Union has evolved in terms of number of 

members considerably since its inception in 1958, starting 

with an initial set of six countries. Later in 1973, the 

number of EU members grew to become nine; in 1981, Greece 

was added. In 1986, Spain and Portugal joined and in 1996, 

Austria, Finland and Sweden (McCormmick, 1999). In May 

2004, 10 new countries were admitted to the European Union 

bringing the total membership to 25. Early members are the 
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European nations that undergo the different reforms and 

changes that the European Union goes through overtime, 

while joining members are the European nations that decide 

to join at a later time after the EU regulations have been 

institutionalized among the existing countries. While 

economic theories argue that this evolution creates a 

turbulent macroeconomic condition within the country 

undergoing this evolution (Hill, 2002), early members have 

a status benefit such as having the power to 

institutionalize regulations that suit their economic 

conditions but not the conditions of newer or poorer EU 

nations (McCormmick, 1999). Therefore, an early member’s 

economy is considered more turbulent since changes that 

take place at the EU affect it in a more direct way; 

however, the magnitude of change is smaller than new 

members since the latter did not have much influence on 

this institutional change.  Multinational organizations in 

a founding member-country will be able to capitalize on the 

market growth associated with a stronger economic 

integration faster than organizations within new member 

nations. Therefore, for the second part of research 

question 3, I hypothesize:   

Hypothesis 6: The earlier the integration of a country 

to the EU, the higher the percentage of cross border 
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MAs between firms in this country and in other early 

members. 

  

Hypothesis 7: The earlier the integration of a country 

to the EU, the higher the percentage of SAs between 

firms in this country and firms in other early EU 

members. 

 

Effects of Integration: Removal of Tariff and non-Tariff 
Barriers to Trade 
 
 Within the realm of international trade research, some 

Scholars argue for tariff and non-tariff trade 

restrictions; advantages of trade barriers include 

protection of infant industries, protection of jobs from 

cheap foreign labor in the domestic market within the 

geographic boundaries of a nation (Ball and McCulloch, 

2002). However, these trade restrictions often cause less 

competition and price discrepancies for end consumers 

(Hill, 2002). In many cases, trade restrictions constitute 

entry barriers to multinational firms as they go into new 

foreign markets (Hill, 2002).  As European countries join 

the supranational integration and agree to remove trade 

barriers between member nations, multinational 

organizations in European nations that join the EU perceive 
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this as a barrier removal and an incentive for them to 

explore new market opportunities. European multinationals 

within the geographic boundaries of the EU are now 

protected against international competition from nations 

outside the EU; additionally, they merge or form alliances 

with other organizations on EU nations, treating these 

cross border MAs or alliances as local branches of their 

operations. Therefore, I hypothesize: 

Hypothesis 8: The emerging institutionalized 

environment of no trade barriers among EU members 

resulting from the European integration is positively 

associated with an increase in the percentage of cross 

border MAs among firms of the EU countries. 

 

Hypothesis 9: The emerging institutionalized 

environment of no trade barriers among EU members 

resulting from the European integration is positively 

associated with an increase in the percentage of 

International SAs among firms of the EU countries. 

 

Hypothesis 10: The emerging institutionalized 

environment of no trade barriers among EU members 

resulting from the European integration is positively 

associated with an increase in the percentage of 
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equity based alliances, as compared to non-equity 

based, among firms of the EU countries. 

 

Effects of Integration: Adoption of a Common Currency 

Transaction cost economics links environmental 

uncertainty to the choice of alliance structures through 

the agency of perceived transaction costs (Weaver and 

Dickson, 1999). Environmental uncertainty leads 

organizations to be doubtful about the success of their 

international alliance activities in addition to the 

greater potential transaction costs, as Williamson (1985) 

purports. These two factors are assumed to lead 

organizations going through alliances with international 

partners to form alliances that minimize their investments; 

hence, reducing risk in case the alliance failed.  

Exchange rate risk is a major economic force affecting 

the operations of multinationals; multinational firms often 

assess this risk as part of their environmental scanning of 

the country prior to their international expansion (Ball 

and McCulloch, 2002). With the European nations’ attempts 

to create a Euro zone that uses one single currency across 

most of the European Union nations, Exchange rate risk and 

the associated cost with the internationalization 

transactions become insignificant. This will lead 
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multinationals within Euro zone nations to expand their 

operations to other Euro zone nations. In addition, they 

tend to invest more equity in their cross border activities 

as one of the environmental uncertainties disappears. 

Therefore, I hypothesize: 

Hypothesis 11:  A country’s adoption of the Euro will 

increase the percentage of cross border MAs between 

firms in this country and other countries that use the 

Euro.  

 

Hypothesis 12:  A country’s adoption of the Euro will 

increase the percentage of international SAs between 

firms in this country and other countries that use the 

Euro. 

 

Hypothesis 13:  A country’s adoption of the Euro will 

increase the percentage of equity-based SAs, as 

compared to non-equity alliances, between firms in 

this country and other countries that use the Euro. 

 

 Conclusion to Hypotheses Development 

This chapter has theoretically discussed the 

hypotheses underlying the three primary research questions. 

Table 1 summarizes the hypotheses proposed in this study 
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that are related to cross border mergers and acquisitions 

and Table 2 summarizes the hypothesis related to 

international alliances. In the following chapter, the 

measurement of variables and a discussion of the 

statistical methods that are used to empirically test these 

hypotheses are discussed. 
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Table 1. Summary of Models and Hypotheses Related to Cross 
Border Mergers and Acquisitions 
 
Hypotheses  Dependent         Independent  
    Variable    Variables 
 

MEMBERSHIP TO A REGIONAL ECONOMIC INTEGRATION 
___________________________________________________________ 

Hypothesis 1        Percentage of    Membership 
    EU CBMA    Variables 
__________________________________________________________ 

LEVEL OF INTEGRATION: FULL VS. PARTIAL INTEGRATION 
___________________________________________________________ 
 
Hypothesis 4        Percentage of    Integration 
    EU CBMA    Variables 
___________________________________________________________ 

TIMING OF MEMBERSHIP: LEADING VS. JOINING MEMBERS 
___________________________________________________________ 
 
Hypothesis 6        Percentage of    Period Count  
    EU CBMA     Variables 
___________________________________________________________ 
EFFECTS OF INTEGRATION: REMOVAL OF TARIFF AND NON-TARIFF 

TRADE BARRIERS 
___________________________________________________________ 
 
Hypothesis 8        Percentage of     Tariff 
    EU CBMA     Variables 
___________________________________________________________ 

EFFECTS OF INTEGRATION: ADOPTION OF A COMMON CURRECY 
___________________________________________________________ 
 
Hypothesis 11       Percentage of      Common Currency 
    EU CBMA     Variables 
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Table 2. Summary of Models and Hypotheses Related to 
International Strategic Alliances 
 
Hypotheses  Dependent         Independent  
    Variable    Variables 
 

MEMBERSHIP TO A REGIONAL ECONOMIC INTEGRATION 
___________________________________________________________ 

Hypothesis 2  Percentage of    Membership 
    EU Alliances   Variables 
 
Hypothesis 3  Percentage of    Membership 
    Equity EU Alliances  Variables 
 
___________________________________________________________ 

LEVEL OF INTEGRATION: FULL VS. PARTIAL INTEGRATION 
___________________________________________________________ 
 
Hypothesis 5  Percentage of    Integration 
    EU Alliances   Variables 
___________________________________________________________ 

TIMING OF MEMBERSHIP: LEADING VS. JOINING MEMBERS 
___________________________________________________________ 
 
Hypothesis 7  Percentage of    Period Count 
    EU Alliances   Variables 
___________________________________________________________ 

EFFECTS OF INTEGRATION: REMOVAL OF TARIFF AND NON-TARIFF 
TRADE BARRIERS 

___________________________________________________________ 
 
Hypothesis 9  Percentage of    Tariff 
    EU Alliances   Variables 
 
Hypothesis 10  Percentage of    Tariff 
    Equity EU Alliances  Variables 
___________________________________________________________ 

EFFECTS OF INTEGRATION: ADOPTION OF A COMMON CURRECY 
___________________________________________________________ 
 
Hypothesis 12  Percentage of      Common Currency 
    EU Alliances   Variables 
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Table 2. continued 
 
 
Hypotheses  Dependent         Independent  
    Variable    Variables 
 
 
Hypothesis 13  Percentage of      Common Currency 
    Equity EU Alliances  Variables 
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Chapter V 

METHODOLOGICAL PROCEDURES 

 

Chapter Overview 

  This chapter identifies the sample and data 

utilized for this study, provides a description of how each 

of the variables used in this study is measured, and 

provides a discussion of the statistical methods used. 

 

Sample, Data, and Unit of Analysis 

This study uses primary and secondary data. The data 

base contains data pertaining to mergers and acquisitions 

and strategic alliances occurring between 1985 and 2002. 

The data set developed for this study contains all mergers 

and acquisitions and strategic alliance transactions that 

were unconditionally completed and where the activity 

crossed the geographic boundaries of each of the countries 

included in this study. In other words, alliance, merger 

and acquisition transactions that occurred between two 

domestic (within the same country) are not included in this 

data base. 

The purpose of this study is to examine the effect of 

a nation’s membership to an economically integrated region, 

specifically the European Union, on organizational mergers, 
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acquisitions and strategic alliances within member nations. 

The study suggests that organizations within member nations 

exercise international cooperative strategies (Mergers and 

acquisitions and strategic alliances) more with 

organizations in other member nations than with 

organizations outside the economically integrated region. 

Therefore, the data set developed for this study contains 

all unconditionally completed merger and acquisition and 

alliance transactions in 29 countries, 15 of which are 

existing EU members, 10 are recently admitted members and 4 

are not members of the EU.  

The data was collected for each of these countries for 

the period between 1985 and 2002. This eighteen-year period 

is pivotal for the empirical context of this study since it 

represents the period during which major changes to the EU 

took place whether in terms of the level of integration or 

in terms of the number of members. Therefore, it serves the 

purpose of the study as it attempts to capture the effect 

of each of these changes. 

This study looks at the pattern and structure of 

organizational cooperative strategies as environmental 

change at the country level occurs. Therefore, unlike most 

of the existing literature on cross border merger and 
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acquisitions and international alliances, the unit of 

analysis in this study is at the country level. 

All information collected about unconditionally 

completed mergers and acquisitions and strategic alliances 

was acquired from SDC Platinum database, developed by 

Thompson Financial Corporation. Additionally, all other 

information used in this study was collected from data 

compiled by the World Bank, the World Trade Organization 

the IMF and the statistical office of the European Union. 

The original sample size is 522 country-years.  

 

Measurement of Variables 

 

Variables Associated with Membership to a Regional Economic 
Integration  

The following two variables indicate whether a 

specific country is a member of the European Union during a 

specific year. The first variable is a dichotomous variable 

that does not take into consideration the fact that while 

14 countries of the 29 countries in the data base are not 

members of the EU during the period of the study (1985- 

2002), 10 countries of those 14 non-member countries are in 

fact applying to become members or have already signed an 

accession treaty to the EU. The second variable accounts 
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for this as different values are assigned to different 

stages in the process of becoming an EU member.  

 

Membership to the EU  

This measure is coded as a dichotomous variable with a 

country being a member of the EU during a specific year as 

(1) and a country that is not a member of the EU during a 

specific year as (0). During the period of study, a measure 

can change in value from 0 to 1 starting with the year that 

the country is admitted to the EU. The information for 

measuring this variable is obtained from the statistical 

office of the European Union. 

 

Membership to the EU, capturing the effect of signing an 
accession treaty. 
 

In addition to indicating whether a specific country 

is a member of the EU during a specific year, this measure 

indicates the stage of each country’s membership for every 

year of between 1985 and 2002, ranging from not being a 

member to applying to become a member to becoming a member. 

Countries such as Norway and Switzerland, which were 

applying to become a member and had already signed an 

accession treaty in 1994 but did not become members, as 

well as countries such as Slovenia and Cyprus, which were 
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not members during all the period of study and are 

currently members as of May 2004, make this distinction 

necessary. This measure is coded as a discrete variable 

with a minimum value of 1 and a maximum value of 4. The 

value of this variable for countries that are not members 

of the EU during a specific year is (1); the value of this 

variable for countries that are applying to become members 

of the EU during a specific year is (2); the value of this 

variable for countries that have already signed an 

accession treaty during a specific year is (3) and the 

value of this variable for member countries during a 

specific year is (4). Information for measuring this 

variable is obtained from the statistical office of the 

European Union. 

 

Variables Associated with Level of Integration 

Level of Integration 

This measure looks at the level of change associated 

with becoming a member of the EU that each country has 

adopted over the period of the study. Since its 

establishment, the European Union has been evolving in 

terms of integration, starting as a free trade agreement 

after the treaty of Rome in 1957 to becoming an imperfectly 

economically integrated area after the Maastricht treaty in 
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1992. There are four major evolvements that the EU has 

undergone, each of which strengthened the level of 

integration among member nations. This measure is coded as 

a discrete variable with a minimum value of 0 and a maximum 

value of 5. Information for measuring this variable is 

obtained from the statistical office of the European Union. 

 

Variables Associated with the Membership Timing 

Years since Member 

This measure looks at the number of years that each of 

the countries included in this study have been members of 

the EU. This count measure is coded as a discrete measure 

with negative values for the years during which a country 

is not a member of the EU, (0) for the year during which a 

specific country is admitted to the EU and increasing 

positive values there after. The data for measuring this 

variable is obtained from the statistical office of the 

European Union. 

 

Year of membership 

The study is conducted over an 18 year period during 

which major evolutions of the EU, in terms of integration, 

took place. This measure indicates specifically the year 

during which each of the countries of this study became 
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members of the EU. It is a discrete measure calculated as 

the multiplication of the membership variable and the 

period count. Therefore, it takes the value of (0) for all 

years during which a country was not a member and positive 

values during which a country is admitted to the EU.  

 

Founder Member vs. Joining Member 

This measure indicates whether a specific country is 

one of the original six countries of the European Coal and 

Steel Community that were the main reason behind the 

establishment of the EU. It is coded as a dichotomous 

variable with values of (1) for France, Italy, Luxembourg, 

Germany, Netherlands, and Belgium and (0) for the rest of 

the 29 countries included in this study. Data for measuring 

this variable is obtained from the statistical office of 

the EU. 

 

Original Twelve Prior to Maastricht Treaty in 1992 

It was not until the Maastricht Treaty in 1992 that 

the European Union evolved to become an economically 

integrated area. This measure indicates which of the 

countries, included in the study, were members of the EU 

before the Maastricht Treaty. It is coded as a dichotomous 

 67



variable with (1) being assigned to 12 countries out of the 

29 countries included in this study.  

 

Variables Associated with the Effects of Integration 

Adoption of a common market for goods, services and factors 
of production 
 

This variable indicates whether a country is part of 

the single market for goods, services and factors of 

production that the European Union infused among the 

European community. It indicated whether a country has 

removed the tariff and non-tariff barriers to trade with 

the rest of the EU members. It is coded as a dichotomous 

variable where (1) is assigned for countries that share the 

single market with the rest of the EU members and (0) for 

countries that are no part of this single market of goods 

and services. Information for measuring this variable was 

collected from the statistical office of the European 

Union. 

 

Adoption of the Euro 

This variable indicates whether a country has agreed 

to adopt the Euro as it is formal currency after the 

Maastricht treaty in 1992, since not all EU members belong 

to the Euro zone. This variable is coded as a dichotomous 
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variable with (1) for nations that have adopted the Euro at 

a specific year and (0) for the nations that have not 

adopted the Euro. Information for measuring this variable 

was collected from the statistical office of the European 

Union. 

Dependent Variables 

The main concern of this study is the effect of the 

economic integration and the environmental changes 

accompanied on the pattern, composition of mergers and 

acquisitions and strategic alliances within this new 

integrated region. The study is testing whether 

organizations will exercise these two forms of cooperative 

strategies more with other firms within this economically 

integrated region than with firms outside. It also 

addresses whether firms will invest more equity in their 

cooperative relationships with other firms within the 

integrated area more than with firms from outside this 

area. Therefore, for this study there are three independent 

variables.  

Percentage of European Mergers and Acquisitions 

This variable is measured as the total unconditionally 

completed merger or acquisition transaction that took place 

between a country’s organizations and other EU 

organizations within a specific year divided by the total 
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number of cross border merger and acquisition transactions 

of that specific country. This variable is collected for 

every country included in this study and for every year 

between 1985 and 2002. Information for measuring this 

variable is collected from SDC Platinum Database.  

 

Percentage of European Strategic Alliances 

This variable is measured as the total number of 

international alliances that took place between a country’s 

organizations and other EU organizations during a specific 

year divided by the total number of international alliances 

in that country during a specific year. Information for 

measuring this variable is collected from SDC Platinum 

Database. 

 

Percentage of European Equity Alliances 

For this study, I use Varadarajan and Cunningham’s 

(1995) classification of strategic alliances which specify 

only two types of alliances, namely joint ventures and 

inter-organizational entities that involve non-equity 

alliances. Hence, this variable is measured as the total 

number of joint ventures that took place between a 

country’s organizations and other EU organizations during a 

specific year divided by the total number of international 
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alliances that took place between a country’s organizations 

and other EU organizations during a specific year. 

Information for measuring this variable is collected from 

SDC Platinum Database. 

Table 3 offers a summary and a description of the 

variables that the model of this study incorporates. 

 

Control Variables 

There are several variables that are employed to 

account for other explanations of the pattern of mergers 

and acquisitions and strategic alliances among 

organizations of EU member countries. These variables are 

country level variables that control for the overall 

differences between countries in terms of economic growth, 

political regime and overall business environment. A major 

concern that I am accounting for is the wealth of a country 

compared to the other countries included in this study. 

International trade and foreign direct investment theories 

suggest that developed countries tend to invest or trade 

with other developed countries; therefore, suggesting that 

organizations in developed countries tend to form 

cooperative relationships with other organizations in other 

developed countries. Accordingly, I use the annual 

percentage growth of the gross domestic product (GDP) of 
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each of the 29 countries included in this study over the 

period 1985- 2002 as control variables. This variable 

measures the overall economic improvement and wealth of 

each of these nations and by controlling for it; I am 

isolating the effect of economic wealth of any two 

countries on the pattern of cross border cooperative 

strategies between their organizations. 

 Additionally, macro economic theories suggest that 

high levels of inflation encourage borrowing since the real 

interest rate is calculated by subtracting the inflation 

rate from the nominal interest rate. This borrowing 

incentive suggests that countries with high inflation 

levels might experience more foreign organizations 

borrowing money from the country’s banks to establish 

cooperative entities in these countries. Therefore, I use 

inflation rate as a control variable.  

 Foreign direct investment and the balance of payment 

figures (both stated in US dollars) of a nation indicate 

the amount of international activities of the nation. I use 

these two variables as control variables to isolate the 

effect of the intensity of a country’s involvement in 

international trade and investments, as these two 

activities suggest that organizations within a country that 

is highly involved with international activities to form 
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more international cooperative relationships, namely cross 

border mergers and acquisitions and international strategic 

alliances. 

 The last control variable that I include in this study 

is the political regime within a country. As more countries 

are admitted to the European Union, there is diversity in 

the political regime among the member countries, especially 

with the admission of the Eastern European nations. Among 

the countries included in this study, there are various 

political regimes ranging from Post-Communist, Democratic, 

Monarchy, Republic and others. As of the current stage of 

the European Union integration, there is no obligation to 

adopt a single political regime among all members of the EU 

since the EU is still far from becoming a political and 

economic integration. In addition, political regimes do 

have an effect on the forms and patterns of cooperative 

strategies exercised by organizations under these political 

regimes (Hyder and Abraha, 2001). Therefore, in this study 

I use the political regime as a control variable. I use 

this variable as a dichotomous variable where (1) indicated 

that the country was a communist country and (0) indicates 

that the country was not under a communist political 

regime. Information for measuring this variable is 

collected from the CIA World Fact book. 
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Analytical Methods 

In models where data is collected on the same sample 

of subjects over a period of time, consideration must be 

given to the fact that observations on the same subject are 

expected to be correlated and accounting for this 

correlation must be considered. In fact, “repeated 

measures” is a term that refers to situations where the 

same characteristic is observed on the same subject at 

different times or different locations (Johnson and 

Wichern, 2002).  

 This study is characterized by repeated measures 

where the subjects are the 29 countries that are included 

in this study and the different variables collected are the  

characteristics observed over the period of 1985- 2002. 

Observations of the dependent variables: percentage EU 

mergers and acquisitions, percentage of EU alliances and 

percentage of EU equity alliances for the same country are 

expected to be correlated; additionally, those from 

different countries are expected to be correlated during a 

specific year as well. In cases similar to this 

application, Linear mixed models are the best choice since 

the model assumes that the same covariance matrix ∑ holds 

for each country. Linear mixed models expand the general 

 74



linear model so that data are permitted to exhibit 

correlated and non-constant variability. The mixed linear 

model, therefore, provides the flexibility of modeling not 

only the means of the data but also their variances and 

covariances. 

The general form for a mixed model is  

  Y = Xβ + Zu + e. 

Where Xβ denotes the fixed effects part: Z is a fixed 

design matrix; u is a random unobservable vector of random 

effects with E(u) = 0 and Cov(u) = G; e denotes the random 

unobservable vector of errors, with E(e)= 0 and Cov(e)= R. 

 

 In this study, since the data collected is cross 

sectional time-series data, there are several assumptions 

regarding the correlations between observations. The study 

is conducted across 29 countries and for a period of 18 

years. Hence, the data is characterized by repeated 

measures both in terms of year and in terms of countries. 

For a specific country, observations about the dependent 

variables are collected over a period of 18 years, and for 

a specific year, observations of the dependent variables 

are collected across 29 countries. Observations collected 

over one country are expected to exhibit time series 

correlations and observations collected for a specific 
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year, are expected to exhibit cross sectional correlations. 

The mixed model that is used in this study assumes three 

types of correlations: The first type of correlation is the 

time-series correlation based on common country effect, 

where observations in a country share a vector countryi.  

The second type of correlations is the cross sectional 

correlations between countries; where countries in the same 

year share a vector yearj. The third type of correlation is 

the additional time series correlation which decays over 

time (AR (1)). 

Therefore the general form for the mixed model of this 

study is:  

Yij = β0 + β1Xij + countryi + yearj + εij 

Where β0 + β1Xij denotes the fixed effects part; Countryi 

induces correlation between years; and yearj induces 

correlation between countries.  
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Table 3. Summary of Variables 

 Variable     Variable Description 
INTERNATIONAL COOPERATIVE STRATEGY VARIABLES 

(DEPENDENT VARIABLES) 
 
EU MA % The number of MAs with other EU 

companies as a percentage of the 
overall cross border MAs of a 
country during a specific year. 

 

      EU Alliance % The number of SAs with other EU 
companies as a percentage of the 
overall International SAs of a 
country during a specific year. 

 
      EU Equity-Alliance % The number of Equity SAs with 

other EU companies as a 
percentage of the overall 
European SAs of a country during 
a specific year. 

     ___________________________________________________________ 
ECONOMIC INTEGRATION VARIABLES 

(INDEPENDENT VARIABLES) 
  

Membership Indicate whether a country is a 
(Member1, Member2) member of a regional economic 

integration.  
 
Level of Integration Indicates the level of 

integration that country has 
embraced as a member of an 
economic integration 

 
Timing of Membership The count of periods a country  
(Year since member,  has been a member of a regional  
year of membership,  economic integration, indicate  
Founder vs joining, whether a country is a founding  
Original 12) or a joining member. 
 
Integration Effect Indicates whether a country has 
(Common market) allowed the movement of goods, 

services and factors of 
production after it has joined an 
economic integration. 
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Table 3. continued 
 
 
Integration Effect Indicates whether a country has  
(Common Currency) adopted the common currency of 

the economically integrated 
region. 
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 Figure 2.  Cross border MA patterns between 1985 and 2002 
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Figure 4. Pattern of Alliances from 1985 to 2002 
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Figure 5. Patterns of EU alliances and JV percentages between 1985 and 2002 
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Chapter VI 

DATA ANALYSIS AND RESULTS 

 

Since many of the hypotheses were tested in more than 

one mixed regression model, and since the study has three 

dependent variables, this chapter is organized via each 

dependent variable and the models used to test each of 

these three variables. Table 4 provides a summary of 

descriptive statistics for all the dependent and 

independent variables of this study. Table 5 provides a 

summary of the correlations of the variables used. Table 6 

reports the mixed regression estimates for the models of 

cross border mergers and acquisitions. Table 7 and 8 report 

the mixed regression estimates for the models of 

international alliances, pertaining to pattern of alliances 

and structure of alliances (equity vs. non-equity) 

consecutively. Tables 9 and 10 report a summary of the 

hypothesis test results for cross border mergers and 

acquisitions and international strategic alliances 

consecutively. It was decided to model the inter-data 

correlations by using linear mixed regression models.  

Doing so produced a more conservative test of the 

significance of the parameters, since the mixed regression 

models account for three types of correlations that exist 
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in time-series cross sectional data. The -2long likelihood 

and the AIC of each model are provided in Tables 6, 7 and 8 

as indicators of fit with the data. 

 

Percentage of Cross Border European Mergers and 
Acquisitions 

 
 Model 1 in table 6 is the base model for testing the 

effects of economic integration on the first dependent 

variable i.e. the percentage of cross border European 

mergers and acquisitions. The model includes all the 

control variables used in this study. The mixed regression 

results in model 1 of table 6 illustrate that national 

economic growth, measured as the percentage annual increase 

in GDP, is associated with an increase in the cross border 

mergers and acquisitions of the country with its 

neighboring countries (p < 0.001). As expected FDI figures 

of a country is positively related to the pattern of cross 

border mergers and acquisitions firms within a specific 

country practice (p < 0.001). Inflation rates and x-

communist political regimes, on the other hand, are 

negatively associated with the pattern of organizational 

cross border mergers and acquisitions within a specific 

country (p < 0.05). This model provides the base goodness 

of model fit -2log likelihood of 3511.5. It is essential to 
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note here that the annual GDP figures were used initially 

in this model as a robust measure; however, it was decided 

that the percentage annual growth of the GDP figures, when 

lagged one year, measure the economic growth of a specific 

country during a specific year. Therefore, percentage 

growth of GDP will be used in all the three based models 

instead of the annual GDP figures. Throughout the analysis, 

this model will be used as the reference for all other 

models. 

 
Effects of a Nation’s Membership to the European Union- 
Hypothesis 1 

Both models 2 and 3 in table 6 test hypothesis 1 using 

two different measures for membership to the European 

Union. Model 2 and 3 report the parameter estimates for the 

models of the effects of European Union membership on the 

percentage of EU cross border mergers acquisitions among 

firms of a member nation with firms from other EU member 

nations. As in the base model, both economic wealth and the 

inflation rate of the nation have an effect on the pattern 

of cross border MAs, however, the FDI figure of the nation 

becomes insignificant. Each of these models adds to the 

base model the variables associated with European Union 

membership included in this study. Both models demonstrate 

high significance (p < 0.001) of the membership variables, 
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and a ∆(-2log likelihood) of 20. Additionally, a comparison 

criterion that is useful in many limited dependent variable 

statistical models (including mixed regression models) is 

Akaike’s Information Criterion, or AIC, which allows the 

comparison of two non-nested models that cannot be 

otherwise compared using the likelihood ratio test (Cameron 

and Trivedi, 1998). All things being equal, the model with 

the lower AIC is the preferred model. Models 2 and 3, both, 

demonstrate a lower AIC (Model 2: AIC = 3492.3; Model 3: 

AIC = 3489.9). 

  From these two models, we can initially conclude 

that a country’s membership to an economic integration is 

positively associated with an increase in the number of 

cross border MAs practiced between the country’s firms and 

firms of other members of the economic integration. 

Figure 6 and 7 are visual illustrations of the results 

of models 2 and 4. While figure 6 demonstrates no increase 

in the pattern of cross border EUMA percentages among non-

member countries, figure 7 demonstrates an increase in the 

pattern of cross border EUMA percentages for 1995 members 

of the EU. The figure indicates an increase after these 

countries have been admitted to the EU. 
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Effects of a Nation’s level of integration with the 
European Union- Hypothesis 4 

Model 4 from Table 6 report the estimates for the 

mixed regression model used to test hypothesis 4; 

hypothesis 4 states that the level of integration to the 

European Union affects the number of EUMAs relative to the 

overall cross border MAs within the member nations. The 

parameter estimate for level of integration is positive and 

highly significant in its influence on the percentage of 

the cross border EUMAs( p < 0.001). In addition, as in the 

base model, the economic growth, measured by the annual 

percentage change of the GDP, and the inflation rate remain 

to be significant. Model 4 demonstrates an improvement in 

the goodness of fit measure over the base model, noted as a 

∆(-2log likelihood) of 22.6. Therefore, one can initially 

conclude that the more integration efforts with the 

European Union a country experiences, more cross border MAs 

will be practiced between its firms and firms within other 

EU members. 

 
Effects of the timing of integration with the European 
Union- Hypothesis 6 
 The timing of a country’s admission to the European 

Union is measured using several variables. One variable 

examines the length of membership period, another variable 

examines whether a specific country is a founder or a 
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latter joiner to the European Union, and a third variable 

measures whether a country had been a member before the 

1992 Maastricht treaty. Models 5 through 9 of Table 6 

demonstrate the parameter estimates for the mixed 

regression models of the timing of admission to the 

European Union. As in the base model, the economic growth 

and the inflation rate within a specific country during a 

specific year continue to have significant effects (p < 

0.05) on percentage of cross border EUMAs. Additionally, 

the timing of membership demonstrates a positive and 

significant effect on the percentage of the cross border 

EUMAs (p < 0.001). Model 8 combines the effects of the 

timing of membership and whether a country is a founder or 

a joining member of the EU. While the timing of membership 

demonstrates a positive and a significant association with 

the cross border EUMA percentages (p < 0.001), there is no 

significant association between cross border EUMA 

percentages and whether a country is a founder or a joining 

EU member. Model 9 demonstrates a positive and slightly 

significant (p < 0.05) association between the cross border 

EUMA percentages and whether the country had been a member 

before the 1992 Maastricht Treaty. Examination of the -2log 

likelihood of the 5 models indicates a favorable change 

compared to the base model, Therefore, Hypothesis 6 is 
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supported; the earlier a country’s membership to the EU, 

the higher is the number of cross border MAs between the 

country’s firms and firms of other EU members. 

 

Effects of integration with the European Union- Hypothesis 
8 and 11 

Model 10 reports the parameter estimates for the mixed 

regression model used to test hypothesis 8; hypothesis 8 

states that the removal of tariff and non-tariff barriers 

to become part of the common European market affects the 

percentage of cross border EUMAs in a specific country. The 

parameter estimate of the model is positive and is highly 

significant (p < 0.001). Therefore, one can conclude that 

adoption of market harmonization efforts by a country will 

induce its firms to merge and acquire firms from other 

countries that are part of this common market. Hypothesis 

11 states that the adoption of a common currency affects 

the percentage of cross border EUMAs. Model 11 reports the 

parameter estimates for the mixed regression model used to 

test hypothesis 11. The parameter estimate for the adoption 

of the Euro is positive; however, there is no significant 

association between the adoption of the Euro and the 

percentage of cross border EUMAs within an EU member 

country. Hence, interpreting the results of the two models, 

one can conclude that while market harmonization associated 
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with EU membership is significantly associated with cross 

border EUMAs of an EU member country; whether this country 

has adopted the Euro as its currency has no significant 

effect. Therefore, while the number of cross border MAs 

between the firms of an EU member country and firms of 

other EU members is positively associated with the adoption 

of a common market for goods and services; it is not 

influenced by the adoption of a common currency among EU 

members. Figure 8 presents a visual presentation for model 

11. The chart in figure 8 plots the percentage of EUMAs 

patterns of a sample of countries: France, Italy, Germany, 

Greece and Spain. A vertical line marks the year 1999, the 

year of the official adoption of the Euro by these 

countries.  

 
Combining the Effects of Integration Level, Integration 
Timing, and Integration Influence 
 

Model 12 represents the full model. It simultaneously 

combines membership to the EU, timing of membership, level 

of integration, changes associated with the EU integration 

and tests their effects on the pattern of cross border MAs 

within EU members. Membership to the EU is shown to be 

positive and significant (p< 0.01). While the level of 

integration of a country to the EU in terms of reforms is 

insignificant, parameter estimates of the different 
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variables measuring the timing of membership show positive 

and significant effects (P < 0.001). The model, however, 

demonstrates that there is no significant association 

between the pattern of cross border MAs and whether the 

country is a founder or a latter joining member. 

Additionally, the model shows that whether a country had 

been a member of the EU before 1992 has a significant and a 

negative association. While the adoption of a common market 

for goods and services remains to be significant and 

positive, the adoption of the Euro as the national currency 

does not show any significance. The model demonstrates an 

improvement in the goodness of fit measure over the base 

model, noted as a ∆(-2log likelihood) of 47.3. However, it 

is well known that these types of fit measures typically 

decrease when the number of predictor variables increase; a 

lower -2log likelihood alone is not evidence that the 

combined model is the better one. Comparing the AIC’s of 

each model does give insights into which model is more 

appropriate because it penalizes against a reduction in 

parsimony in the model. The AIC of model 12 (AIC = 3489.3) 

is the lowest AIC compared to models 1 through 11, 

indicating that the different aspects of economic 

integration should be included in the model. Additionally, 

since the statistical fit of the model improves even though 
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the level of integration becomes insignificant suggests 

that the variable plays an important but indirect role in 

influencing the pattern of cross border EUMAs; 

insignificance could be the result of collinearity between 

variables in the model.  

 

Percentage of Cross Border European Strategic Alliances 

The mixed regression results in model 13 of table 7 

illustrate that national economic growth, measured as the 

annual percentage increase in GDP, is positively associated 

with an increase in the percentage of cross border 

strategic alliances of the country (p < 0.05). Balance of 

payment figure (BOP) of a country is positively related to 

the pattern of international strategic alliances (p < 

0.05). Inflation rate, on the other hand, is negatively 

associated with the pattern of organizational cross border 

strategic alliances within a specific country (p < 0.05). 

This model provides the base goodness of fit model, -2log 

likelihood of 3630.4 and AIC of 3650.4. Throughout the 

analysis, this will be used as the reference for all other 

models.  

Effects of a Nation’s Membership to the European Union- 
Hypothesis 2 

Model 14 reports the parameter estimates of the model 

of the effects of European Union membership on the 
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percentage of EU cross border strategic alliances among 

firms of a member nation with firms from other EU member 

nations. As in the base model, economic growth has an 

effect on the pattern of cross border SAs, however, the 

inflation rate becomes insignificant when membership to 

economic integration is included. The model adds to the 

base model the dichotomous variable of the European Union 

membership of the nations included in this study. The model 

demonstrates high significance (p < 0.001) of the 

membership variable, and a ∆(-2log likelihood) of 18, and 

AIC of 3635.4.  From this model, we can initially conclude 

that country’s membership to an economic integration is 

positively associated with an increase in the number of 

cross border strategic alliances practiced between the 

country’s firms and firms of other members of the economic 

integration. 

Figures 9 and 10 are visual presentations for the 

results of model 14. While Figure 9 demonstrates no 

increase in the pattern of EUSAs among non-member 

countries, Figure 10 demonstrates a notable increase in the 

pattern of cross border EUSA percentages for 1995 members 

of the EU. The figure indicates an increase after these 

countries have been admitted to the European Union. 
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Effects of a Nation’s Level of Integration with the 
European Union- Hypothesis 5 

Model 15 from Table 7 reports the estimates for mixed 

regression model used to test hypothesis 5; hypothesis 5 

states that the level of integration to the European Union 

affects the number of EUSAs relative to the overall 

international strategic alliances (ISA) within member 

nations. The parameter estimate for level of integration is 

positive and highly significant in its influence of the 

percentage of the cross border EUMAs( p < 0.001). Model 15 

demonstrates an improvement in the goodness of fit measure 

over the base model, noted as a ∆(-2log likelihood) of 16.6 

and an AIC of 3635.4. Therefore, one can initially conclude 

that a country’s efforts to increase its integration with 

the European Union induces more cross border strategic 

alliances to be practiced between its firms and firms 

within other EU members.  

 

Effects of the timing of integration with the European 
Union- Hypothesis 7 
 Hypothesis 7 states that the timing of a country’s 

admission to the European Union affects the patterns of 

cross border strategic alliances within a country. Models 

16 through 20 of table 7 demonstrate the parameter 

estimates for the mixed regression models of the timing of 

admission to the European Union. These parameters 
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demonstrate that the timing of membership has a positive 

and significant effect on the percentage of the cross 

border EUSAs (p < 0.001). Parameter estimates from Model 

18, on the other hand, demonstrate that there is no 

significant association between the percentage of EUSAs and 

whether the country is a founder or a joining member of the 

EU.  Model 19 combines the effect of the timing of 

membership and the effect of whether a country is a founder 

or a joining member of the EU. While the timing of 

membership demonstrates a positive and a significant 

association with the cross border EUSAs (p < 0.001), the 

association between the percentage of cross border EUSAs 

and whether a country is a founder or a joining EU member 

remains insignificant. Model 20 demonstrates a positive and 

slightly significant (p < 0.05) association between the 

percentage of cross border EUSAs and whether the country 

had been a member before the 1992 Maastricht Treaty. 

Examination of the -2log likelihood of the 5 models 

indicates a favorable change compared to the base model and 

only a slight improvement in AIC. Therefore, Hypothesis 7 

is supported; the earlier a country’s membership to the EU, 

the higher is the number of cross border SAs between the 

country’s firms and firms of other EU members. 
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Effects of integration with the European Union- Hypothesis 
9 and 12 

Hypothesis 9 states that the removal of tariff and 

non-tariff barriers to become part of the common European 

market affects the percentage of cross border EUSAs in a 

specific country. The parameter estimate of common market 

adoption in model 21 is positive and is highly significant 

(p < 0.001). Therefore, one can conclude that country’s 

adoption of the EU common market policies for the trade of 

goods, services and factors of production induces its firms 

to form alliances with firms from other EU member 

countries. Hypothesis 12 states that the adoption of a 

common currency affects the percentage of cross border 

EUSAs. Model 22 reports the parameter estimates for the 

mixed regression model used to test hypothesis 12. The 

parameter estimate for the adoption of the Euro is positive 

and significant (p < 0.001). Hence, interpreting the 

results of the two models one can conclude that adoption of 

EU common market policies and the adoption of the Euro as 

the national currency are significantly and positively 

associated with the percentage of cross border EUSAs of the 

adopting country. 

 Figure 12 presents a visual presentation for model 

22. The chart in Figure 12 plots the percentage of EUSAs 

patterns of a sample of countries: France, Italy, Germany, 
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Greece and Spain. A vertical line is inserted to indicate 

the year of the official adoption of the Euro by these 

countries.  

 
Combining the Effects of Integration Level, Integration 
Timing, and Integration Influence 

Model 23 represents the full model for the percentage 

of EUSAs. It simultaneously combines membership to the EU, 

timing of membership, level of integration, changes 

associated with the EU integration and tests their effects 

of the pattern of cross border SAs within EU members. 

Membership to the EU is shown to be positive and 

significant (p < 0.001). The level of integration of a 

country to EU’s policies and reforms is significant (p < 

0.05), and parameter estimates of the different variables 

measuring the timing of membership show positive and 

significant effects (P < 0.05), except for the variable 

that measures whether a specific country is a founder or a 

joining member. Additionally, the model shows that whether 

a country had been a member of the EU before 1992 has a 

significant and a negative association. However, the 

adoption of a common market for goods and services and 

sources of production is no longer significant when 

combined with other timing and membership variables. This 

may be the result of collinearity between membership 

 97



variables and adoption of common market variable (the 

correlation between membership variable and common market 

is 0.77), which could result in the insignificance of one 

measure even though both are separately highly significant. 

Again, AIC is useful here, because it can be used to assess 

improvements in the combined model over models that 

consider each variable separately. The adoption of the Euro 

as the national currency shows a positive and a significant 

association (p < 0.05). The model demonstrates an 

improvement in the goodness of fit measure over the base 

model, noted as a ∆(-2log likelihood) of 28.01. And to 

account for the increase of fit due to the increase in the 

number of predictor variables increase, comparing the AIC’s 

of each model does give insights into which model is more 

appropriate. The AIC of model 23 (AIC = 3629.3) is the 

lowest AIC compared to models 13 through 22, indicating the 

different aspects of economic integration should be 

included in the model.  

 

Percentage of Cross Border European Joint Ventures 

While the percentage of cross border EU Alliances 

examined the pattern of strategic alliances within 

economically integrated regions, differentiating between EU 

alliances and non-EU alliances; the percentage of cross 
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border EU joint Ventures (EUJV) examines the structure of 

these EU alliances, differentiating between equity 

alliances (joint ventures) and no-equity alliances. Table 8 

summarizes the results of the mixed regression analysis for 

models where the percentage of EUJV is the dependent 

variable.  

The mixed regression results in model 24 of Table 8 

illustrate that national economic growth, measured as the 

annual percentage increase in GDP, is positively associated 

with an increase in the percentage EUJVs (p < 0.05). 

Foreign direct investment (FDI) of a country is positively 

related to the structure of European strategic alliances (p 

< 0.01). Inflation rate and the political regime of the 

country, on the other hand, are both negatively associated 

with the percentage of the EUJV (p < 0.05). This model 

provides the base goodness of fit model with -2log 

likelihood of 3812.1 and AIC of 3642.1. Throughout the 

analysis, this will be used as the reference for all other 

models. 

 
Effects of integration with the European Union- Hypothesis 
10 and 13 

Hypothesis 10 states that the removal of tariff and 

non-tariff barriers to become part of the common European 

market affects the percentage of EUJVs in a specific 
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country. The parameter estimate of common market adoption 

in model 27 is positive and is highly significant (p < 

0.001). Therefore, one can conclude that a country’s 

adoption of the EU common market policies for the trade of 

goods, services and factors of production induces its firms 

to form equity based alliances (JV) with firms within other 

EU member countries. Hypothesis 13 states that the adoption 

of a common currency affects the percentage of cross border 

EUSAs. Model 22 reports the parameter estimates for the 

mixed regression model used to test hypothesis 13. The 

parameter estimate for the adoption of the Euro is positive 

and significant (p < 0.01). Hence, interpreting the results 

of the two models, one can conclude that adoption of EU 

common market policies and the adoption of the Euro as the 

national currency are significantly and positively 

associated with the percentage of EUJV of the adopting 

country. 

 Figure 13 presents a visual presentation for model 

22. The chart in Figure 13 plots the percentage of EUJVs 

patterns of a sample of countries: France, Italy, Germany, 

Greece and Spain. A vertical line is inserted to indicate 

the year of the official adoption of the Euro by these 

countries.  
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Combining the Effects membership and Integration Influence 

Model 29 represents the full model for the percentage 

of EUJVs. It simultaneously combines membership to the EU 

and changes associated with the EU integration, and tests 

their effects on the structure of EUSAs. Membership to the 

EU is shown to be positive and significant (p < 0.001). The 

adoption of a common market for goods and services and 

sources of production is also significant (p < 0.05).The 

adoption of the Euro as the national currency shows a 

positive and significant association (p < 0.05). However, 

while the economic growth of the country is no longer 

significant in the combined model, the political regime and 

the foreign direct investment (FDI) continue to be 

significant ( p < 0.05), with political regime negatively 

associated with the percentage of EUJVs. The model 

demonstrates an improvement in the goodness of fit measure 

over the base model, noted as a ∆(-2log likelihood) of 

33.5. The AIC of model 23 (AIC = 3804.3) is the lowest AIC 

compared to models 24 through 27. 

From this model, hypotheses 3, 10 and 13 are 

supported. This model demonstrates that when we examine the 

membership to an economic integration and the adoption of 

the environmental changes associated with the economic 

integration by a country, we build a macro model to examine 
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the effects of economic integration on the structure of 

strategic alliances that take place among firms in nations 

that are members of the economic integration.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 102



 103

Table 4. Descriptive For Dependent and Independent 
Variables 
Variable      Mean  S.D.  Min  Max 
 

% CB EU MA      38.904    24.489  0.00   100.00 

% EU SA       25.010    23.206  0.00   100.00  

% EU JV       27.758    26.803  0.00   100.00 

Membership1       2.602     1.341  1.00     4.00 

Membership 2       0.456 0.499  0.00     1.00 

Level of Integration     1.529 1.583  0.00     4.00 

Years since Member      4.362    20.698    -40.00    45.00 

Year of membership      4.594 6.112  0.00    18.00 

Founder vs Joining      0.207 0.405  0.00 1.00 

Original 12 before1992 0.414 0.493  0.00 1.00 

Common Market   0.414 0.493  0.00 1.00 

Euro Adoption   0.088 0.284  0.00 1.00 

% Change in GDP      8.752    21.776    -91.79   310.44 

BOP     0.452 4.747    -23.99    37.17 

FDI       -10.55     -0.018    -245.37 0.85 

Inflation       24.13     94.364     -11.20 1076.24 

Political Regime         0.172 0.378   0.00 1.00 

 

 

 



Table 5. Correlation of Primary Variablesa,b  

a Values are Pearson correlation coefficients 
b N = 522 
*p < .05 
**p < .01 
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% 

CBEUMA % EUSA % EUJV Member 1 Member 2 
Level of 

int. 
yrs since 

mbers 

year of 
membershi

p 
Founder 

vs not original 12  
Common 
market Euro 

% change in 
GDP    BOP FDI Inflation

Political 
regime 

%CBEUM
A 1.000                 

%EUSA                  

                

                  

                  

                 

                 

               

                 

                 

                  

         

                 

             

                

                 

0.349** 1.000

%EUJV 0.352** 0.883** 1.000  

Member1 0.469** 0.350** 0.366** 1.000

Member2 0.416** 0.323** 0.335** 0.955** 1.000
Level of 
int. 0.408** 0.341** 0.344** 0.612** 0.661** 1.000
yrs since 
members 0.404** 0.323** 0.338** 0.561** 0.354** 0.395** 1.000
year of 
membershi
p 0.400** 0.334** 0.357** 0.485** 0.222** 0.643** 0.749** 1.000
Founder vs 
not 0.251** 0.158** 0.165** 0.533** 0.558** 0.475** 0.394** 0.410** 1.000

original 12  0.347** 0.260** 0.274** 0.571** 0.502** 0.662** 0.466** 0.674** 0.608** 1.000        
Common 
market 0.469** 0.345** 0.373** 0.717** 0.778** 0.799** 0.702** 0.774** 0.493** 0.810** 1.000

Euro 0.190** 0.208** 0.221** 0.324** 0.340** 0.486** 0.377** 0.608** 0.242** 0.260** 0.370** 1.000
% change 
in GDP -0.034 0.018 0.022 -0.078* -0.056 -0.113** -0.078* -0.161** -0.028 -0.026 -0.111** -0.109** 1.000

BOP 0.038 0.029 0.031 0.017 0.011 0.000 -0.008 -0.071 -0.016 0.030 0.006 -0.151** 0.147** 1.000

FDI -0.059 -0.091* -0.072 -0.330** -0.349** -0.382** -0.429** -0.471** -0.297** -0.350** -0.371** -0.367** 0.129** 0.056 1.000

Inflation -0.110** -0.103* -0.104* -0.246** -0.213** -0.227** -0.195** -0.179** -0.122** -0.191** -0.197** -0.074 -0.073 -0.029 0.075 1.000

Political 
regime -0.268** -0.060* -0.057 -0.398** -0.418** -0.441** -0.328** -0.343** -0.233** -0.383** -0.383** -0.142** 0.195** -0.004 0.146* 0.198** 1.00
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Table 6. Mixed Regression Models for Cross Border Mergers and Acquisitions 

Independent Variables Model (1) Model (2) Model (3) Model (4) Model (5) Mode (6) Model (7) Model (8) Model (9) 
Model 
(10) 

Model 
(11) 

Model 
(12) 

1 Membership1          5.50***   

             

            

           .222) 

           0.761 

         .364) 

         

             

       

          

          

          

      

          

       

           

             

            

            

              

             

              

             

              

             

              

             

              

             

             

(1.21)  

2 Membership2  15.642***  4.998**

 (3.212)  (6

3 Level of Integration  4.067***  

  (1.222)  (2

4 Years since member   0.274*** 0.089 0.891***

 (0.1) (0.121) (0.262)

5 Year of membership      0.942** 0.981*** 0.7663*

    (0.291) (0.247) (0.432)

6 Founder vs Not     10.153*** 4.861 -13.438

    (4.666) (4.813) (9.403)

7 Original 12 pre 1992      9.099*
-

37.214*** 

    (4.097) (9.218)
8 

Common market      24.626*** 29.309***

   (2.812) (6.47)

9 Euro 3.063 1.156

 (3.824) (4.241)

10 
Annual % change in 
GDP 0.134** 0.145* 0.1416* 0.132* 0.138* 0.136* 0.139* 0.132* 0.138* 0.121* 0.131* 0.16**

(0.06) (0.066) (0.066) (0.066) (0.067) (0.065) (0.067) (0.065) (0.067) (0.056) (0.067) (0.054)

11 Balance of payment 0.086 0.097 0.108 0.099 0.086 0.131 0.086 0.132 0.081 0.109 0.1 0.1

(0.146) (0.144) (0.143) (0.145) (0.145) (0.145) (0.145) (0.145) (0.145) (0.142) (0.146) (0.142)

12 FDI 0.009** 0.008 0.02 0.028 0.026 0.047 0.019 0.048 0.02 0.006 0.01 0.004

(0.04) (0.038) (0.03) (0.041) (0.041) (0.042) (0.041) (0.042) (0.041) (0.03) (0.042) (0.039)

13 Inflation -0.018* -0.013* -0.016* -0.016* -0.016* -0.017* -0.016* -0.018* -0.016 -0.017* -0.018* -0.0125

(0.009) (0.009) (0.009) (0.009) (0.009) (0.009) (0.009) (0.009) (0.009) (0.008) (0.009) (0.008)

14 Political Regime -5.35* 1.418 3.438 2.997 -0.87 3.268 -3.152 3.201 -1.254 10.489* -4.801 1.283

5.55 (5.54) (5.64) (5.873) (5.52) (5.597) (5.295) (5.468) (5.493) (6.208) (5.522) (7.287)

15 Constant 42.642*** 26.71*** 34.178*** 35.451*** 40.584*** 37.417*** 40.038*** 36.665*** 38.132*** 31.383*** 42.457*** 51.131*** 

(3.10) (4.55) (3.419) (3.529)
(2.987) 

(2.863) (3.265) (2.991) (3.645) (6.208) (3.05) (7.477)
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Table 6. Continued 

 
 -2 Log Likelihood 3511.5 3492.6 3489.9 3502.3         3504.5 3496.2 3507.1 3495.8 3507 3474.4 3510.9 3455.3

              

              

         

AIC 3531.5 3514.6 3511.9 3524.3 3526.5 3520.2 3529.1 3519.8 3529 3496.4 3532.9 3489.3

DF 5 6 6 6 6 7 6 7 6 6 6 13

Standard errors in parentheses.   
* p<0.05; ** p<0.01; ***p<0.001 
a n= 522 ( 29 countries over a period 
of 18 years from 1985  to 2002)            
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Table 7. Mixed Regression Models for Patterns of International Strategic Alliances 

Independent Variables 
Model 
(13)      

             

Model 
(14) 

Model 
(15) Model (16)

Model 
(17) Mode (18) Model (19) 

Model 
(20) 

Model 
(21) 

Model 
(22) Model (23)

 
1             
             

      
             

           
             

            
             

        
            

           

            
           

           
             

            

            
              

              
             

              
              

             
              

              
              

             

Membership2 14.601***  11.381***
(3.437)  (7.196)

2 Level of Integration    5.336***   2.045*
(1.22)  (2.442)

3 
Years since 
member  0.328*** 0.109* 0.375*

 (0.105) (0.121) (0.293)

4 
Year of 
membership  0.96*** 1.091*** -0.17

 (0.297) (0.252) (0.521)
5 Founder vs Not     7.009 1.921 -7.475

  (5.341) (4.896) (8.743)

6 
Original 12 pre 
1992   9.868** -16.767*

  (4.517) (8.789)
7 Common market    14.117*** 3.827

   (3.165) (7.475)
8 Euro 10.863*** 5.39*

 (3.595) (5.166)

9 
Annual % change 
in GDP 0.058* 0.058* 0.075* 0.068*** 0.086** 0.06* 0.085 0.06* 0.072* 0.056* 0.083*

(0.076) (0.074) (0.074) (0.075) (0.074) (0.076) (0.074) (0.076) (0.073) (0.075) (0.074)
10 Balance of payment 0.173*  0.187 0.182 0.171 0.222 0.174* 0.23 0.169 0.18 0.235 0.217 

(0.172) (0.17) (0.171) (0.172) (0.172) (0.172) (0.171) (0.172) (0.171) (0.173) (0.171)
11 FDI 0.065 0.045 0.016 0.03 0.002 0.054 0 0.046 0.037 0.029 0.0149

(0.044) (0.042) (0.044) (0.045) (0.045) (0.044) (0.045) (0.044) (0.043) (0.045) (0.046)
12 Inflation -0.013** -0.013 -0.011 -0.011 -0.013* -0.013* -0.014 -0.012 -0.012* -0.016 -0.011
 (0.01) (0.010) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.010) (0.01)

13 Political Regime 0.326* 8.579 10.519 5.447 8.322 1.922 7.971 4.883 8.105 1.848 8.333
(6.045) (5.839) (5.805) (5.794) (5.552) (6.002) (5.556) (6.025) (5.635) (5.761) (6.094)

14 Constant 25.103*** 17.252*** 15.503*** 22.591*** 19.447*** 23.318*** 19.156*** 20.233*** 18.394*** 24.376*** 21.136***
(3.008) (3.336) (3.424) (2.884) (2.855) (3.261) (3.003) (3.657) (2.998) (2.87) (5.018)
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Table 7. Continued 

              

              
             

            

 -2 Log Likelihood 3630.4  3613.4 3613.4 3621.4 3611.6 3628.8 3612.3 3626 3613.4 3623.2 3602.3 
AIC 3650.4 3635.4 3635.4 3643.4 3635.6 3650.8 3636.3 3648 3635.4 3645.2 3629.3

 DF 5 6 6 6 7 6 7 6 6 6 14

                           

Standard errors in parentheses.
* p<0.05; ** p<0.01; ***p<0.001            
a n= 522 ( 29 countries over a period of 18 years from 
1985  to 2002)          
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Table 8. Mixed Regression Models for Structure of Strategic Alliances (Equity vs. Non 
Equity Alliances) 
    

Independent Variables Model (24)   Model (25)   Model (26)   Model (27)   Model (28)   

            

1 Membership2          

            

           

         

          

        

        (0.09)  

          

           

          

         

          

         

        (5.66)  

            

          

           

18.335*** 2.457**

(3.651) (6.922)

2 Common market  20.29*** 16.457*

   (3.464) (6.629)

3 Euro  14.448** 10.221*

 (4.699)  (4.458)  

4 Annual % change in GDP 0.062*  0.062*  0.085**  0.057**  0.08  

  (0.096) (0.093) (0.09) (0.094)

5 Balance of payment   0.168 0.188  0.184  0.2585  0.253  

  (0.217) (0.213) (0.213) (0.217) (0.214)

6 FDI 0.053** 0.008 0.003 0.034* 0.037*

  (0.052) (0.049) (0.049) (0.053) (0.050)

7 Inflation -0.016* -0.015 -0.014 -0.02  -0.016

  (0.013) (0.012) (0.012) (0.013) (0.012)

8 Political Regime -0.998* -11.282* -11.945* -3.014 -12.56*  

  (6.516) (5.915) (5.728) (6.075)

9 Constant 28.305*** 18.335*** 18.712*** 27.401*** 18.502***

  (3.443) (3.651) (3.211) (3.231) (3.285)
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         9  

          

-2 Log Likelihood 3812.1 3789 3783.9 3803.3 3778.6

AIC 3842.1 3811 3805.9 3825.3 3804.6

 DF 5 6 6 6

                        

Standard errors in parentheses.

* p�0.05; ** p<0.01; ***p<0.001          
a n= 522 ( 29 countries over a period of 18 years from 1985 to 2002)        
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Table 9. Summary of Hypotheses on Cross Border Mergers and Acquisitions 

Hypotheses          Relationship Expected   Relationship Supported 
 
H1    A country will experience higher percentage of cross 
      border mergers and acquisitions between its firms and   Positive Positive***   
     firms of other EU members, after the country becomes a  

member of the EU than before becoming a member. 
 
H4    The higher the integration level of a country to the EU, 

the higher the percentage of cross border MAs between   Positive Not supported 
firms in the country and in other EU members. 

 
H6    The earlier the integration of a country to the EU,  

the higher the percentage of cross border MAs between   Positive Positive*** 
firms in this country and in other early members. 

     
 
H8    The emerging institutionalized environment of no  

110

trade barriers among EU members resulting from the   Positive Positive*** 
European integration is positively associated with an  
increase in the percentage of cross border MAs among  
firms of the EU countries.     

 
H11   A country’s adoption of the Euro will increase the  

percentage of cross border MAs between firms in this   Positive Not Supported 
country and other countries that use the Euro.  
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Table 10. Summary of hypotheses on International Strategic Alliances  

Hypotheses              Relationship Expected  Relationship Supported 
 
H2    A country will experience higher percentage of  

international alliances between its firms and firms   Positive  Positive*** 
of other EU members, after the country becomes a  
member of the EU than before becoming a member. 
 

H3  A country will experience a higher percentage of  
equity based alliances, as compared to non-equity based,  Positive     Positive*** 
between its firms and firms of other EU members, after  
the country becomes a member of the EU than before  
becoming a member. 
 

H5    The higher the integration level of a country to the EU,  
the higher the percentage of SAs between firms in this    Positive Positive*** 
country and in other EU members. 111  

 
H7    The earlier the integration of a country to the EU,  

the higher the percentage of SAs between firms in this    Positive Positive*** 
country and in other early members 
[Other than founders or not] 

     
 
H9    The emerging institutionalized environment of no  

trade barriers among EU members resulting from the    
European integration is positively associated with an     Positive      Positive*** 
increase in the percentage of International SAs among 
firms of the EU countries. 
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Table 10. continued  

Hypotheses       Relationship Expected     Relationship Supported 
 
H10   The emerging institutionalized environment of no trade 

barriers among EU members resulting from the European  
integration is positively associated with an increase   Positive    Positive*** 
in the percentage of equity based alliances, as compared 
to non-equity based, among firms of the EU countries 

 
H12  A country’s adoption of the Euro will increase the 

percentage of international SAs between firms in this  Positive  Positive* 
country and other countries that use the Euro. 

 
H13  A country’s adoption of the Euro will increase the 

percentage of equity-based SAs, as compared to non-equity Positive  Positive** 
alliances, between firms in this country and other  
Countries that use the Euro. 112

 112
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Figure 6. Pattern for EUMA/CBMA for Non-member countries  
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Figure 7. Pattern of EUMA/CBMA of 1995 members 
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Figure 8. Effect of Euro Adoption on EUMA/CBMA  
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Figure 9. Pattern of EUSA/ISA for Members of 1995  
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Figure 10. Pattern of EUSA/ISA for Non- Member countries  
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Figure 11. Pattern of EUJV/ EUSA for Non-Member Countries 
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Figure 12. Effect of Euro Adoption on Patterns EUSA/ISA 
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Figure 13. Effect of Euro Adoption on Patterns of EUJV/EUSA  
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Chapter VII 

DISCUSSION AND CONCLUSION 

 

Implications of the Study 

Multinational firms face a bigger challenge when 

choosing among a set of strategic options to compete in the 

global arena (Bartlett and Goshal, 1989). Among these 

strategic options are those cross border cooperative 

strategies where organizations choose to cooperate rather 

than compete in foreign markets (Bartlett and Goshal, 

1989). However, cooperation does not come at a cheaper 

cost. Multinational organizations face a new set of 

challenges and risks when forming international cooperative 

strategies, such as challenges associated with choosing 

partners (Buckley and Casson, 1996; Pan and Li, 2000), 

choosing markets (Hitt et al., 2000; Pan, 1997), and 

choosing the entry mode governing structure (Erramilli, 

1996; Pan and Tse, 1996). 

In an attempt to minimize the risks associated with 

international challenges, multinationals try to adhere to 

similarities and conformities either in terms of 

organizational culture (Contractor and Lorange, 2002), 

strategic motives (Glaister and Buckley, 1996), or national 

culture (Barkema and Vermeulen, 1997). Environmental 
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conditions affect organizational strategic choice. Market 

conformities and similarities promote economic activity 

(Heide and John, 1990) and the results of this study 

support this paradigm. The main tenet of this study is to 

examine international cooperative strategies within a 

macro-environmental framework that attempts to bring 

similarities and market conformities to the organizational 

environments within which multinationals operate. 

The first three hypotheses were all supported as 

predicted. The positive and strongly significant parameter 

estimates indicate that membership to an economic 

integration is positively associated with an increase in 

the pattern of cooperative strategies (Mergers and 

acquisitions and Strategic Alliances) among members of this 

united integrated regions. Additionally, hypothesis 3 

suggests that membership to an economic integration induces 

firms to invest equity in their cooperative strategies 

within this economically integrated region. 

Many scholars have looked at the effects of 

differences and similarities in national and organizational 

cultures on cross border mergers and acquisitions, 

International strategic alliances and international joint 

ventures (Contractor and Lorange, 2002). While cultural 

factors similarities are major environmental factors that 
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managers should be aware of, the accelerating number of 

regional economic integration will eventually minimize 

these cultural differences. Although economic integrations 

put a huge burden on countries seeking membership, they 

have proven to lead to economic and political stability of 

the entire integrated region. Additionally, the firm level 

impact, as this study suggests, is that economic and 

political stability is a key environmental factor for the 

survival and success of cooperative strategies that cross 

the border of one country.  

Therefore, it is imperative that international 

managers consider expanding and forming strategic alliances 

and practicing mergers and acquisitions in regions that has 

a lower level of international operation risks such as 

fluctuations in exchange rate and political instability. A 

multinational firm that forms an equity-based alliance 

(joint venture) with another firm within the same 

economically integrated area bears a lower risk of losing 

its investment in this equity alliance than a firm that 

forms equity based alliances with firms from other regions, 

especially when exchange rate between the two countries of 

the two firms fluctuates. 
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Limitations of Study 

The first limitation of this study is that he 

utilization of secondary data to develop the database used 

in this dissertation restricts the collection of variables 

available for analysis; thus, limiting the diversity in 

factors to be considered.  

Another limitation of the study is the use of 

dichotomous variables to capture the level of integration. 

Another alternative variable that can be used to measure 

the level of integration of EU member countries to the 

economic integration is the use of trade figures with other 

EU members relative to the GNP figures of that country 

during a specific year. This was a severe limitation 

derived from data availability. 

 Another limitation due to lack of availability of 

data is the missing data for some country level variables 

of countries that were part of the former Soviet and 

Yugoslav countries. These countries were communist 

countries before 1992 ad it is hard to find economic data 

and financial data for each of these countries.  

Treating mergers and acquisitions synonymously is 

another limitation of this study. There are theoretical 

differences between a merger and an acquisition; while a 

merger can be considered a very strong form of cooperative 
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strategies; there are theoretical arguments that suggest 

that acquisition practices do not fall in this category. 

This study does not distinguish between mergers and 

acquisitions. From a pragmatic point of view the majority 

of empirical and theoretical research on mergers and 

acquisitions does not distinguish between the two 

transactions.  

Cross border cooperative strategies, whether MAs or 

SAs, are complex phenomenon and the study of their patterns 

entails a very complex process. It is dependent on firm 

factors, industry and general environmental factors and the 

interaction between these micro and macro factors. While in 

this study I address these cooperative strategies as a 

pattern at the country level, isolating firm level and 

industry level factors. There is a big list of firm and 

industry level factors other than the country level factors 

that are considered in this study, and in most cases firm 

level factors and environmental factors interact. 

Therefore, a major limitation of this study is the overall 

simplification of such a complex phenomena into one 

research study that isolates firm or industry level factors 
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Contributions and Future Research 

 The study addresses several questions that 

international management has not adequately addressed. The 

study has attempted to bring two realms of research closer. 

On one side, there are the international economic theories 

that address economic and monetary integrations with their 

implications of national economies with minimal ties to the 

organizational field and the overall business environment 

and on the other side, there is the field of international 

cooperative strategy that remains short handed with the 

extensions to economic theories and environmental change. 

By addressing questions such as how memberships to the EU 

affect the pattern of international cooperative strategies 

in member nations and how the environmental changes of the 

EU affect organizations, this study bridges gaps between 

the realm of international economics and trade theories and 

international cooperative strategy research. 

I believe that any study that attempts to bring two or 

more fields of research together adds value and contributes 

to the exiting knowledge in each of these realms of 

research. This study lies at the intersection of 

international economics and international economic trade 

theory, international strategy and institutional theory. 

The major contribution of this study is that it attempts to 
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bring the institutional perspective of organizational 

adaptation to the field of international management when 

economic market integrations of nation states take place. 

A very notable trend in the global economy in recent 

years has been the accelerated movement regional economic 

integration. Therefore, by linking economic integration of 

nation states to multinational organizational strategy, a 

major contribution of this research design is the ability 

to predict the adoption of a specific cooperative strategy 

when such nation state phenomena occurs. By 2001, nearly 

all of the WTO’s 136 members had participation of more than 

one or more regional trade agreement, and more countries 

are expected to undergo such integrations as new regions 

attempt to boost their economies and as new countries join 

the WTO. Therefore, by examining the effects of a common 

currency adoption or a common market for goods and services 

on the economies of member nation, the study offers a major 

contribution to the field of international strategy by 

explaining the expected trend of specific strategies within 

specific regions as they attempt to integrate. Therefore, 

the European experience carries lessons for other potential 

economically integrated blocks such as Mercosur trading 

group in South America. 

 127



A third contribution of this study is that it sheds 

the light at the factors within economically integrated 

regions that matter and favor different types of 

organizational strategies. By showing comparison between 

economically integrated regions and other non-integrated 

firms, this study contributes to the study of international 

management by explaining that specific behavior of 

organizations in different regions of the globe. Such a 

contribution is essential for a global arena where 

competition is piling up in intensity and where economies 

of scale, accelerated R&D, and efficient resource 

allocation are not the only ways to sustain competitive 

advantage in a global market. 

As mentioned earlier, this dissertation deals with the 

direct link between economic integration of nation states 

and the changes in cross border cooperative strategies of 

multinational firms. In future research, this direct 

relationship can be extended to look at other factors 

affecting the changes in frequency and structures of cross 

border cooperative strategies. In addition, another future 

research can extended the comparison of organizational 

strategic choices between nations that join an economic 

integration at early stages of such integrations (example 

France and Germany in the EU) and nations that join the 
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integration after the economically integrated union has 

been fully established (example Turkey if it gets admitted 

to the EU) where the set of associated risks for each stage 

changes. In other words, it is an application of first-

mover and second mover advantages at a nation/state level. 

This study looks at cooperative strategies from an 

environmental perspective addressing whether the increasing 

trend is M&As and SAs is just a reactional phenomena that 

does not last or whether it is really based on theory. 

After showing evidence that economic integrations are 

conducive to cooperative strategies, this study looks at 

the specific environmental factors within an economic 

integration that managers need to take into consideration 

when applying these strategies giving managerial 

implication that cooperative strategies are good options in 

any environment that has those environmental conditions and 

factors. 
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