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Research on Causal Relationship between Industrial
Mode of Acquisitions and Prior Performance

YAN Da-ying

(School of Economics, Nankai University, Tianjin 300071, China)

Abstract: This paper makes an innovative study to expose the casual re-
lationships between firm profitability, industry profitability, and the indus-
trial mode of acquisition which is corresponding to certain diversification
strategies. Through an empirical study on the mergers initiated by non-fi-
nancial A shares between 1998 and 2004, this paper identifies significant
effect of prior firm profitability and industry profitability on the industrial
mode of acquisition. The crucial internal and external determinants for this
phenomenon can be properly explained by the prospect theory as well as in-
dustrial organization theory.

Key words: industrial mode of acquisition; related acquisition; prior ac-

counting-based performance; diversification strategies
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