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Abstract
Mergers and acquisitions (M&A) is a common foreign market entry mode. The M&A-literature is multi-disciplinary and the understanding of M&As is the result of many different perspectives, e.g. economics, finance, strategy and organizational management. Both internationalization and M&A are closely related to growth, and share many challenges. 
The Uppsala-model of internationalization showed how the business network is a key factor in the choices and process during internationalization. With M&As being important to internationalization, the M&A research should have a similar view of companies and markets. In this paper, we review articles on M&As to find out in what way customers and suppliers are recognized. To what extent are customers and suppliers included in the M&A literature? And how are their roles and stakes in M&As described?
Based on an analysis of 1,632 articles, the study builds a categorization of six ways of including customers and suppliers in M&A literature. It is shown that customers and suppliers, when included in M&A literature, are predominantly treated as passive and reactive stakeholders. There seems to be a need for a clearer theoretical framework of the role customers and suppliers can have in M&As.


Including Customers and Suppliers in the 
Understanding of Mergers and Acquisitions

Introduction
[bookmark: OLE_LINK23][bookmark: OLE_LINK24]Internationalization is closely related to growth and shares many aspects and considerations with other growth-related phenomena, such as mergers and acquisitions. Growth of firms can, in a simple distinction, be of internal/organic or external/acquired forms of expansion of the set of resources (Penrose, 1959). M&As are well integrated in the international business area as a foreign market entry strategy (Hennart & Park, 1993), and have been shown to impact the process and outcome of internationalization (Bresman et al, 1999; Tan, 2009).
Applying a business network perspective on companies and markets have offered an improved understanding of numerous aspects of business, including internationalization. The Uppsala model’s inclusion of market commitment (Johanson & Vahlne, 1977) or network position (Johanson & Vahlne, 2009) sets focus on the context of a firm in its development and growth. Decades of research into the internationalization process have shown that a seemingly “strategic” action (going international) should not be seen as a managerial decision following economic rationality, but needs to acknowledge the significance of the business context of customers, suppliers and partners, i.e. the business network. The same should be valid for M&A research; including the business context, for example through a business network approach, should offer a better understanding of the phenomena.
[bookmark: OLE_LINK32][bookmark: OLE_LINK33]To shed light on the contextual/market perspectives in M&A research and how they relate to international business, we review articles on M&As to find out in what way customers and suppliers are recognized in the literature. The following questions are asked:
· To what extent are customers and suppliers included in the M&A literature?
· How are their roles and stakes in M&As described?
For international business research, it is problematic to relate to and use M&A literature that do not have a similar view of, and makes similar assumptions regarding fundamental aspects of business. Making use of M&A theory based on another set of axioms and fundamental assumptions could be counterproductive for research in international business. For M&A research, the shown benefit international business literature has had from reconsidering the perspectives on markets, companies and actions, could be a promising path to further the understanding of mergers and acquisitions. 
Theoretical background
The business network perspective is one way to approach companies, their context, and markets. In this exploration of customers and suppliers in M&A literature, also other perspectives and terminologies should be allowed. We therefore use the concept of ‘stakeholders’ to address the inclusion of actors other than the merging parties, such as customers and suppliers.
Actors and Contexts: Stakeholders in Business
[bookmark: OLE_LINK25]Stakeholder research (e.g., Parmar, Freeman, Harrison, Wicks, Prnell and de Colle, 2010; Rowley, 1997) emphasizes the multi-actor, multi-interest perspective to strategic decisions. Even though the stakeholder-concept has been tracked as far back as Barnard and Follet in the 1930s, the interest took off in the 1960s when the company environment evolved as a focus for research attention (Aldrich 1979; Cyert and March, 1963; Levitt, 1962; Pfeffer and Salancik, 1978). When Freeman (1984) explicitly focussed on what he defined as key stakeholders in an address to strategic management, he joined the growing community of researchers that extended business studies from the perspective of the single firm to include the interaction between firms. Freeman, Harrison and Wicks’ (2007) description of stakeholders involves both parties internal and external to a firm: its employees, managers, the government, customers, suppliers, and so forth. They also refer to stakeholders’ context as that of being part of a value chain and hence explicitly focuses on a firm’s customers and suppliers.
Relations between organizations have been studied in order to increase the understanding of market forms (e.g., Powell, 1990), distribution systems (e.g., Reve and Stern, 1979), industries (e.g., Porter, 1991), transactions (in works inspired by Williamson, 1975), and business-to-business relationships comprising a company’s customers and suppliers (Håkansson, 1982; Håkansson & Snehota, 1989). These perspectives ascribe different meaning to the related actors, and varies in the role the other actor has to the focal company.
Mergers & Acquisitions
Mergers and acquisitions (M&As), that is, the buying of (the majority of) the shares in a target company or the legal unification of two organizations into one, are recurrent phenomena in business life (Cartwright and Schoenberg, 2006; Meglio and Risberg, 2010). M&As have attracted broad academic interest from several different fields of research, including finance, strategic management, human resource management, and organization theory. These various research fields represent different stakeholder interests to the M&A, yet also describe these different parties’ versatile stakes in the M&A. Stakeholders refer to what parties are considered; stakes to their interest and effect on and of the M&A. The finance literature on M&As concentrates on shareholder return (e.g., Holl and Kyriazis, 1997). It depicts its shareholders as driven by financial interests, often aimed at maximizing short-term return on investments. M&As not only result in changed shareholder value, but also in changed industry structures, reconsidered competitive landscapes, and form new key players in markets (Chandler, 1962; Cox, 2006; Finkelstein, 1997).
The strategic management literature tends to focus on such stakeholders as managers of firms. These are described to be driven by self-interests, how they leave or are asked to leave following the M&A (Choi, 2001). Krishnan and Miller (1997) point to how differences and similarities in top management teams impact M&A performance. Middle management and internal experts have been acknowledged as being important to realize synergies and also as having strong opinions on how the operationalization is about to be done. Employees are recurrent in studies practicing human capital theory on M&As, or describing effects such as employee anxiety, staff losses, and capabilities and their transfers (Makri, Hitt and Lane, 2010). That literature indicates employees as victims that are negatively impacted by the M&A, while it also points to how an M&A is an important carrier of knowledge of the acquired company (Zollo and Singh, 2004). 
The competing and complementary perspectives of such stakeholders as shareholders, managers, and employees, point not only to that the empirical phenomenon of an M&A attracts interests from several study fields, that it involves several stakeholders, but thus also: that these different stakeholders have various stakes in the M&A, but what does the literature tell about customers and suppliers? 
Method for Literature Review
We performed a systematic literature review and content analysis (Krippendorff, 2004). The selection and collection of journal articles for the review was made in several steps, relying on computerized as well as manual operations, together with multiple-researcher involvement in codification and analysis, to minimize selection and interpretation biases. Table 1 presents the different steps of article selection and analysis. Table 2 summarizes the journals.
[bookmark: OLE_LINK6][bookmark: OLE_LINK7][TABLE 1 - Steps of systematic literature review ]
[TABLE 2 - Journals included in the study]
[bookmark: OLE_LINK4][bookmark: OLE_LINK5]In step 4 (see Table 1), the abstract of the 1,632 articles were read by two of the authors so as to ascertain that the reference to acquisitions, mergers, acquirers, acquired parties, and takeovers described ownership transfer or unification of entire companies or part thereof (Weston, Mitchell and Mulherin, 2004). Such descriptions as knowledge and customer acquisitions (i.e. a company gaining knowledge or managing to attract new customers), without them being connected to a merger or acquisition were hence excluded at this step, and reduced the number of relevant articles to 737.
Only four articles could be said to have their focus on customers to a company involved in an M&A (Caprone and Hulland, 1999; Dranove and Shanley, 1995; Harding et al., 2004; Homburg and Bucerius, 2005), and none focused on suppliers to merging or acquiring or acquired companies. As a consequence, we concentrate our analysis on any form of mentioning of customers, suppliers, buyers, and sellers in all the 737 M&A articles, and create categories therefrom. Table 3 summarizes the step of the content analysis performed on these 737 articles.
[TABLE 3 - Content analysis in 5 steps]
[bookmark: OLE_LINK11][bookmark: OLE_LINK12]In step 1 of the content analysis (Table 3), the reduction from 7,272 to 1,243 text hits resulted from that 3,005 referred to buyers and sellers as the acquiring or divesting parties, 2,883 that described general customers, buyers, suppliers, or sellers without them being connected to the M&A or their parties, and a final 141 hits that were part of reference lists. The remaining 1,243 were categorized in step 2 and onwards. The authors discussed the individual categories, to later individually and thereafter together, recombine categories into preliminary main categories. The categorization of data was performed in several cycles (see step 3-4 in Table 3), from a labelling of individual hits to combining and recombining these categories into final ones. The categorization was based on the textual context of individual hits and targeted the stakeholder and how its stake in the M&A was described.
Analysis
Based on our categorization of hits in the articles, we found six different categories. Table 4 summarizes these categories that are then presented in further detail below.
[TABLE 4 - Categories on how customers and suppliers are dealt with in the literature]
[bookmark: OLE_LINK14][bookmark: OLE_LINK15]The mentioning of customers and suppliers in vertical acquisitions indicate the external stakeholders’ transitions into internal ones. Such acquisitions may be performed to reach resources or competences, to maintain quality of service, and to increase control. These acquisitions are often compared to collaboration or internal developments, and as category of stakeholders they represent a hybrid form of external stakeholders through their transitions into becoming targets, and in that they describe an empirical circumstance without a coherent theoretical explanation to it (some scholars practice a resource dependence view, others a transaction cost approach, for instance). As stakeholders, they are viewed from the acquirer’s perspective and seen to represent items that the acquirer wants to incorporate into its business. 
The aggregated market category refers to customers and suppliers in a neo-classical manner representing the demand and supply, and raising expectations on M&As as potentially threatening price mechanisms. Articles in this category deal with issues such as general motives for acquisitions, and anti-trust legislations. The category is represented by quite a low number of 1960/1970s papers. As stakeholders, this category points to external stakeholders as aggregated items with no abilities to individually impact outcomes. They are normally seen as amalgamated groups of homogeneous buyers (or sellers) and described in indirect terms as victims of the acquisitions: they lose to M&A parties due to price raises. 
[bookmark: OLE_LINK19][bookmark: OLE_LINK20][bookmark: OLE_LINK21][bookmark: OLE_LINK22]The description of customers and suppliers as resources of the acquired party, is the largest category in our sample (a total of 514 hits). This category indicates that customers and suppliers possess certain values to the acquired firm, and that the acquirer reaches these values through its acquisition. The customers or suppliers are transferable assets, that are not expected to react to the acquisition but to remain as customers and suppliers following it, and customers (that dominate the category) represent a future stream of income. The theoretical lens provided is that of resource bases, and how resources are central to the firm’s business. The customers’ and suppliers’ stakes in the M&As are in the category motivated as that the acquirer takes them into account and provides them with attributes of value to the acquirer, while they themselves are not expected to change following the M&A.
The category that refers to changed business conditions describes the M&As from a mass-marketing point of view. The studies by Capron and Hulland (1999) and Homburg and Bucerius (2005) referred to above, are examples from this category. The M&A becomes a means to improve offerings through the extension of product portfolios, brand management and similar, and the category largely relates to customers and less frequently so to suppliers. The heterogeneity of customers (and suppliers) is acknowledged in its emphasis on brands and market segments. Compared to how customers and suppliers are described as assets in the previous category, this focuses on changes and their potentials rather than transferable assets, and also uses a different terminology. Publications in the category are frequently found in marketing journals. The stakeholder depicted is an indirect one: the acquirer largely focuses on its communication with customers, but the category includes expectations on customers and suppliers to react (however primarily positively) to those extended offerings.
The category on power imbalances and interdependencies, emphasizes the links between stakeholders, rather than the stakeholders as such. It stipulates that M&As may result from imbalances in power among parties, or such imbalances may be an expected outcome of the M&A. There are certain similarities to how vertical acquisitions are motivated above, but with the difference that the customers or suppliers remain external also following the M&A. The theoretical perspective provided includes resource dependence and social exchange theory. The stake of customers and suppliers is the one of an affecting party that may have a determining impact on decisions to acquire, and the M&A may well affect them.
Customers and suppliers as actors (or reactors) refer to them as companies that act in their own capacity. The category is dominated by customers and often, it takes an individual-within-the-firm perspective to the M&As from a social capital point of view (cf. Burt, 1992; Nahapiet and Ghoshal, 1998) (individual sales persons, board members, and their connections to other firms; issues of trust and so forth; Graves, 1981; Haunschild et al., 1994), or it describes lost customers or failed integrations following the M&A. The difference between the stakeholder as actor vs. reactor, is that the former includes how the external party may express a viewpoint that is decisive for how the M&A parties act. The latter refers to consequences following the M&A. They both depict a stakeholder that influences the M&A as a result of its activities. Reactions such as lost sales may only appear as indirect consequences, and the articles may simultaneously promote a view of how M&As enable for acquiring parties to change the market conditions (see the changed business conditions category above). There is thus rarely a coherent way to address customers or suppliers throughout each article. 
Conclusions
Our study on how customers and suppliers are viewed in M&A literature, indicates that while they are rarely in focus per se, they are often present in the literature. The analysis of 1,632 articles (and 1,243 mentioning of customers, suppliers, buyers, and sellers, therein) point to them as being ascribed certain characteristics and abilities related to the M&A. The review proposes six categories, all of which indicate that a stakeholder’s stake may differ quite much. Customers and suppliers in vertical M&As mean that they are stakes to become targets of the acquirer. This category may in its theoretical approach be combined with other ways of treating customers and suppliers: they may be acquired to overcome imbalances in power or to reach valuable resources that belong to the acquired party. The customer or supplier being described as aggregates takes the stake to be the victim of M&As, and points to them as groups of buyers or sellers whose conditions in the market is harmed by the M&A. The customer or supplier as a resource depicts them as stakes for the acquirer: they are important to reach, and the M&A will provide the acquirer with the future income and know-how they represent. Also when describing how business conditions will change following the M&As, they are treated as groups of individuals or firm that will potentially benefit from added offerings, while the product extensions also, and primarily puts the acquirer into an improved competitive position. These categories all emphasize customers and suppliers as stakeholders from the acquirer’s perspective, while power imbalance and the customer or supplier as actor point to them as parties that indirectly (power) or directly (through activities pursued) have a stake to impact the acquisition. Hence, the role of customers and suppliers in M&A research could be described in dimensions of individuality/aggregate, victim or beneficiary/reactor/actor, and take the perspective of the focal firm (primarily the acquiring party) or the (external) stakeholder (here: customer, buyer, supplier or seller). 
Although recent research indicates an increased interest for customers and suppliers as parties that may actually act vis-à-vis the M&A, the picture of them as tradable assets or potential beneficiaries from the acquirer’s point of view, dominate. Why is then the customer and supplier in most cases delimited to be an asset for the acquirer and acquired parties? Methodological issues could be one reason; the difficulty of including third parties in empirical studies and the time lag between the M&A and reactions among the customers or suppliers.
[bookmark: _GoBack]Another explanation is that researchers are stuck in traditions or paradigms (cf. Meglio and Risberg, 2010). Also, several authors explicitly refer to an M&A process as a rational one. Marketing research, which is devoted to producer-distributor-consumer relationships and communication, has more or less per definition not studied M&As (cf. Homburg and Bucerius, 2005). Research on supplier management and logistics, which also addresses interaction, has, as marketing research, largely neglected the issue. Consequently, the theoretical development on customers and suppliers in M&As have been sparse. What would be the basis for a more active role of customers and suppliers in M&As needs to be addressed in theoretical work giving empirical studies a framework for addressing the role of the context in M&As. Maybe the field of M&A research is in need of an “Uppsala model”.
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Tables
[bookmark: OLE_LINK1][bookmark: OLE_LINK2][bookmark: OLE_LINK3]Table 1: Steps of systematic literature review
	Step
	Description
	Evaluation criteria
	No. of data items
	Data collection procedure

	1.
	Journal selection
	Top-ranked academic journals in business and management
	19 journals
	Combination of ranking lists: journals’ Eigenfactor score from Journal Citation Reports, ISI Web of Knowledge, and journal-ranking.com. 
Top ten journals from 4 lists (Management and Business for each ranking list). Table 2 presents selected journals.

	2.
	Article selection
	Items published in the 19 journals.
	3,636 issues comprising 54,901 articles
	Articles published via EBSCO Business Source Premiere during entire lifetime of journals.

	3.
	M&A articles
	Articles dealing with M&A
	1,632 articles.
	Search terms: acqui*, merge* and takeover* in title, abstract or as keyword or subject classification.

	4.
	Relevance as M&A articles
	De-selection of articles with search terms of other meanings, duplicates, or articles being book reviews..
	1,632 articles reduced to 737 M&A articles.
	Evaluation by multiple researchers and computerized relevance indicator based on positive and negative points (combined for all articles).

	5.
	Evaluation of relevant articles
	Pearson bi-variate correlations
	737 M&A articles (11,500 pages).
	Pearson bi-variate correlations between 0,859-0,975, all at p<0,01, between distributions of all articles, the searched M&A articles and the relevant M&A articles.

	6.
	Customer, supplier, buyer and seller search in relevant articles.
	Existence of customer, supplier, buyer or seller in M&A articles.
	7,272 hits.
	Full text download via EBSCO, JSTOR, or publishers (e.g. Wiley). Optical Character Recognition of journal texts, and computerized search for items.




[bookmark: OLE_LINK8][bookmark: OLE_LINK9]Table 2: Journals included in the study
[image: ]

[bookmark: OLE_LINK10]Table 3: Content analysis in 5 steps
	Step
	Description
	Evaluation criteria
	No. of data items
	Analysis procedure

	1.
	Relevance evaluation.
	Companies that provided goods or services, and buying such items from (either of) the M&A parties.
	7,272 hits reduced to 1,243 relevant ones in 237 articles.
	Each hit was read in its context (paragraph quotations) and judged based on their description of customers, suppliers, buyers and sellers, so as to conclude that they bought or sold goods or services to the M&A parties. 
Relevance discussed among researchers.

	2.
	Stake evaluation
	How customers, suppliers, buyers, or sellers were described in the literature.
	1,243 hits categorized into 320 initial categories
	Categorization of relevant hits. Based on content analysis of paragraphs, each hit was labeled. Labels were developed subsequently, and discussed among three researchers.

	3. 
	Recombination of categories
	Re-labeling of initial categories into preliminary main categories
	320 categories into 13 preliminary main categories
	Several steps of analysis using combing and re-combing of categories, along with their verification towards their individual existence. One author labeled initial 320 categories into a first 26 main categories. Another author reclassified these categories into 13 preliminary main categories, also verifying the classification with the 320 initial categories.

	4.
	Final categories
	Re-combining of preliminary main categories into final ones.
	13 preliminary categories into 6 final categories
	Re-labeling of categories through revisiting hits, initial categories and preliminary ones. Each category discussed between two authors, and verified by remaining authors.

	5.
	Matching final categories to theoretical stands
	Final categories compared to previous research. 
	6 final categories
	Discussion of final categories in terms of what theoretical stand they represent and what could be understood about the customer, supplier, buyer or seller stakes.



[bookmark: OLE_LINK13]Table 4: Categories on how customers and suppliers are dealt with in the literature
	Category
	Perspective
	Individual or aggregate
	Role of customer or supplier
	Causality
	No. of ‘customer’
	No. of ‘supplier’
	No. of ‘buyer’
	No. of ‘seller’

	Party in vertical acquisition
	Acquirer
	Individual
	Target
	The acquisition transfers external stakeholders to internal ones.
	54
	92
	40
	17

	Aggregated markets
	Exchange
	Aggregate
	Victims
	The acquisition affects market conditions.
	25
	13
	-
	15

	Customer/supplier as resource of acquired party
	Acquiring
	Existing base of customers/suppliers as aggregates
	Target
	The acquisition brings additional stakeholders to the acquirer.
	381
	125
	4
	4

	Business conditions will change (to the benefit for the acquirer)
	Acquiring
	Aggregate
	Beneficiary
	The acquisition leads to improved offerings to customers.
	84
	18
	1
	3

	M&A to deal with imbalance in relationships/create a power position
	Exchange (relationship)
	Aggregate 
	Power party
	The stakeholder drives/affects the acquisition indirectly in terms of its power 
	83
	64
	44
	30

	Customer/supplier as actor or reactor
	Customer/supplier
	Individual
	Actor
	The stakeholder drives/affects the acquisition.
	124
	9
	1
	2

	Total number of mentioning
	
	
	
	
	761
	321
	90
	71
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1 2 4 3 Academy of Management Journal 
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USA 1958 1 1 2007 50 6 226 3037 72 44 13

3 4 2 2 Academy of Management Review USA 1976 1 1 2007 32 4 128 2532 39 14 6

1 1 Administrative Science Quarterly USA 1956 1 1 2007 52 4 208 3475 48 20 7

5 6 Harvard Business Review USA 1922 1 1 2007 85 12 500 11291 515 291 96

3 Journal of Business USA 1965 38 1 2006 79 6 173 2117 104 61 7

7 6 Journal of Consumer Research USA 1974 1 1 2007 34 4 137 1560 52 0

8 Journal of Economics & Management Strategy UK 1997 6 1 2007 16 4 44 315 31 22 6

10 Journal of Environmental Economics and Management USA 1994 26 1 2007 54 3 87 712 11 1

10 10 Journal of Management USA 1975 1 1 2007 33 6 137 1208 43 31 12

8 9 Journal of Management Studies UK 1964 1 1 2007 44 8 223 2304 77 39 15

4 9 Journal of Marketing USA 1936 1 1 2007 71 4 287 9357 161 30 14

6 5 Journal of Marketing Research USA 1964 1 1 2007 44 4 176 3295 36 5 3

1 4 Management Science USA 1954 1 1 2007 53 12 558 6755 122 21 1

9 7 Marketing Science USA 1982 1 1 2007 26 6 107 818 15 2

8 5 MIS Quarterly USA 1977 1 1 2007 31 4 125 1279 29 0

5 9 Organization Science USA 1990 1 1 2007 18 6 98 805 47 21 9

6 Organizational Behavior & Human Decision Processes USA 1966 1 1 2007 104 2 178 1339 27 1

7 Research Policy NL 1996 25 5 2007 36 10 99 1103 26 6 2

2 3 8 7 Strategic Management Journal USA 1980 1 1 2007 28 13 245 1599 177 128 46

Total 3736 54901 1632 737 237
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