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INTRODUCTION
The leadership research has paid increasing
attention to the implications of managers’
irrational behaviors, particularly that of managers
who possess a sense of superiority.  This study
extends this line of research by proposing a
contingency construct highlighting the imperative
of simultaneous consideration of the related
concerns to have a more complete assessment of
the influence of managerial overconfidence on firm
strategic outcomes.

The information asymmetries that characterize overseas M&As
require foreign acquirers to put forth substantial efforts to learn
and adjust to local circumstances, which pose greater challenges
in achieving strategic objectives.  Overconfident CEOs, faced with
these disadvantages, due to their high belief in own abilities to
produce excellent results from uncertain conditions, can
underestimate challenges of cross-border M&As while
overestimating the accuracy of the information they possess and
their abilities to overcome obstacles in the internationalization
process.
Hypothesis 3: There exists a negative interaction effect between
CEO overconfidence and the degree of international
diversification, such that a higher degree of international
diversification leads to a worse performance of IMA.

INFLUENCE OF CULTURE DISPARITY
Different national cultural backgrounds can
introduce misunderstanding in perceptions and
value systems, which obstructs communications
and the building of a consensus in M&A
negotiations.  The greater the cultural gap,
therefore, the harder it is to form a consensus,
which leads to difficulties in communication and
integration and creates significant challenges for
management.  Managerial overconfidence leads to
an underestimation of the challenges and the
degree of difficulty in implementing an IMA.

Hypothesis 1: There exists a negative interaction
effect between CEO overconfidence and culture
distance between the acquiring and target
companies such that a larger culture distance
leads to a worse performance of IMA.

 INFLUENCE OF THE DEGREE OF
INDUSTRIAL INTERRELATION

The risk of information asymmetry is greater when
the acquiring company and target company come
from different industries. Hence, when the
acquiring and acquired companies come from
different industries, there are even more
significant differences in each company’s
background and knowledge of the other , elevating
the difficulties for the acquiring company to
properly value the target company.  This suggests
that performance of unrelated industry IMA
undertaken by overconfident managers will be less
successful than that by rational managers. That is,
the lower the industrial correlation between the
acquiring company and the target company, the
more severe is the dual information asymmetry
faced by trans-national IMA strategies.

Hypothesis 2: There exists a significant negative
interaction between CEO overconfidence and the
degree of industrial interrelation such that a lower
degree of industrial interrelation between the
acquiring and target company leads to a worse
performance of IMA.

INFLUENCE OF THE DEGREE OF
INTERNATIONAL DIVERSIFICATION

EMPIRICAL RESULTS

CONCLUSION
Our research findings carry important implications to the
scholarship regarding CEO overconfidence. It is worth noting that
when companies face a scenario of uncertainty where a high
cultural gap and high industrial gap exist, the higher negative
impact overconfidence carries.


