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CEO Overconfidence in Cross-border M & As:
Rationality or Irrationality?
Case Analysis on the Basis of Grounded Theory

Chen Jianxun, Geng Weizhi, Zhao Zhengyi

(Institute of International Economy . University of International

Business and Economics s Beijing 100029, China)

Abstract: Based on overconfidence in behavioral economics, this paper adopts ground-
ed theory and case study, and selects Lenovo and Microsoft as the cross-border M&. A ca-
ses, to summarize and refine the dimensions of overconfidence and its antecedents and con-
sequences. Our findings reveal that, overconfidence is a six-dimension concept which com-
prises rationality factors (i.e., rational responsibility, essence awareness and practice ra-
tionality) as well as irrationality factors (i.e., over-optimistic, obstinate and self-defense) ,
and its generation mechanism also contains rational foundation and prerequisite, namely,
CEOs consciously and actively lay the solid foundation for its consequent cross-border
M&.As through deliberately rational behavior (i.e., cognition sharing, strategic refocusing
and meaning construction), and then motivate peoples at different organizational levels to
participate in cross-border M&.A activities through the mechanisms of constructing, re-
structuring and coordinating. This paper extends the theoretical connotation and dimension
structure of overconfidence, enriches the understanding of its antecedents and conse-
quences, and clarifies the process of the exertion of overconfident CEOs in the cross-border
M&:As.

Key words: overconfidence; cross-border M& A; CEQ; rationality; irrationality
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