Contextualizing the Pre-Deal Phase of Mergers and Acquisitions: A Strategic Decision Making Process Perspective


ABSTRACT

Despite its enduring popularity as a critical strategy for corporate growth and transformation, most mergers and acquisitions (M&A) fail to create value for firm stakeholders. While post-merger integration is widely recognized as the phase where value destruction often occurs, the pre-deal decision-making phase—characterized by commercially sensitive, confidential, and highly judgmental decisions—plays an equally pivotal role. Key decisions, such as selecting the target company and determining the purchase price, are fraught with complexity and ambiguity. Mistakes made during this phase inevitably surface in post-merger integration, fundamentally influencing the overall success or failure of the acquisition. Acquisitions are complex, ambiguous, and often controversial strategic decisions. The lack of theoretical insights and empirical evidence surrounding pre-deal decision-making hinders a comprehensive understanding of this critical stage. This chapter develops an integrative framework that contextualizes the pre-deal phase of M&A by integrating four key categories of contextual factors: top management team (TMT), firm characteristics, deal-specific characteristics, and environmental factors. By advancing the theoretical understanding of how these factors shape pre-deal decision-making, this chapter provides a contextualized explanation of the processes underpinning acquisition performance, offering valuable insights for both researchers and practitioners.
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You Can’t Make a Silk Purse Out of a Sow’s Ear

INTRODUCTION

Mergers and Acquisitions (M&A) serve as an essential strategy for corporate growth and transformation, and global investment in M&A activities has continued to grow, reaching $1.3 trillion in 2024 (PWC, 2024). Despite the enduring popularity among practitioners and substantial research endeavors across various disciplines, such as finance and strategic management, for over a century, most acquisitions still fail to create value for acquiring firm stakeholders (Angwin et al., 2022; Lou et al., 2024a; Christensen et al.,2011). This has prompted claims that M&A simply leads to “wealth destruction on a massive scale” (Moeller, Schlingemann, and Stulz, 2005). 
Previous research has overwhelmingly settled on the view that it is the issues arising during post-merger integration that contribute to poor acquisition performance (Bauer and Matzler, 2014; Cording, Christmann, and King, 2008; Haspeslagh and Jemison, 1991). However, executives must first navigate the commercially sensitive, confidential, and highly judgmental pre-deal phase of M&A, which involves a series of critical decisions concerning “whether to engage in a deal, which company to buy, and how much to pay” before the final closure of the deal (Welch et al., 2020, p. 844). Indeed, mistakes during the pre-deal decision making will inevitably manifest later in the post-merger integration processes, and fundamentally shape the overall success, or otherwise, of the acquisition (Haspeslagh and Jemison, 1991; Lou et al., 2024a; Lou et al., 2024b). Hence, it is vital to deepen understanding of the pre-deal phase of M&A. 
	Acquisitions are rare, complex, and often controversial strategic decisions (Zollo, 2009). The pre-deal decision-making typically starts with screening and selecting a target, bidding and negotiating with the target, evaluating the financial terms, conducting due diligence, and finally, announcing and closing a deal (Welch et al., 2020). These different activities are intertwined, and often involve recursive decision-making loops before completion (Jemison and Sitkin, 1986). Indeed, the top management team (TMT) of the acquirer must wrestle with a series of complex issues and thus inevitably follow different decision-making processes to make particular decisions. 
Executives are often seen as rational and capable agents who strive to evaluate available information and reach optimal judgments (Jemison and Sitkin, 1986). However, this rational decision-making approach might not always be feasible given the complexity, ambiguity, and uncertainty of the pre-deal decision, which will inevitably cloud the decision-making process (Shepherd et al., 2020). Indeed, executives are often facing information asymmetries due to having only limited access to potential targets’ key data, when for example, assessing their resources, capabilities, and financial circumstances (Capron and Shen, 2007). Top managers also often face extreme time pressure because for example, rival bidders might emerge, or the vendor might request a demand completion deadline (Lou et al., 2004b). The high-stakes and complexity of pre-deal decisions naturally give rise to differing opinions and disputes, making it an inherently political process. Allied to which, top managers will also often have to rely on their intuition to reach quick judgments during the pre-deal phase (Lou et al., 2024a; Shepherd, Lou, & Rudd, 2024). Hence, executives might strike for rational-analytical approaches, but also find themselves relying on “gut-feeling” as well as being caught up in company politics.	
	In this chapter, we present a model (figure 1) that contextualizes the pre-deal decision-making process following the integrative framework from Haleblian et al. (2009) and Shepherd and Rudd (2014) and focus on four key contextual categories: namely, TMT characteristics, firm characteristics, deal-specific characteristics, and external environmental factors. These four categories of context both shape the decision processes of senior executives, but also moderate the effects of their decision processes on acquisition outcomes. In this way, we contribute to the emerging, though fragmented pre-deal literature by integrating multiple perspectives that advance and deepen our understanding of pre-deal decision-making. We also offer practical insights for M&A practitioners and top managers to enhance the efficacy of their M&A activity.
STRATEGIC DECISION MAKING PROCESS IN THE PRE-DEAL PHASE 
A large body of strategic decision making (SDM) literature (e.g., Dean and Sharfman, 1993; Elbanna and Child, 2007; Lou et al., 2024a; Shepherd and Rudd, 2014) has recognized the multidimensional nature of SDM process, which is grounded in different theoretical paradigms. The three most established dimensions are rationality (grounded in classical economics), political behaviour (grounded in the politics and power paradigm), and intuition (grounded in the cognitive psychology paradigm) (Elbanna, 2006; Elbanna and Child, 2007). Although studies typically examine how a single SDM process affects strategic choices made by top managers which in turn impacts firm performance (e.g., Dean and Sharfman. 1996; Khatri and Ng, 2000), pre-deal decision making likely involves all three dimensions given the complexity and uncertainty of the acquisition (Lou et al., 2024a). 
	For example, target screening requires top managers to collect and analyze relevant information concerning targets, to identify potential “red flags” (e.g., hidden debt and possible retaliation from competitors) and assess the target’s strategic fit. When entering the negotiation and bidding stage, important trade-offs, complex judgments, and conflicts of interest among top managers likely appear, which inevitably triggers power struggles, the withholding of information, and even the emergence of coalitional behavior, making it a highly pollical decision-making process.  While due diligence and financial evaluation of the target are de facto rational processes (Angwin, 2001), information asymmetries are likely to occur where one party has certain information in the economic transaction that the other party does not have (Stiglitz, 2002). A good metaphor to describe this problem can be found in Akerlog (1970), who sees this as the “lemons” problem when purchasing a second-hand car, where the seller might have more information and try to hide detailed information about the car’s previous history than the buyers, with the incentives to sell the low-quality car at a higher price. For example, HP acquired Autonomy, a UK-based software company in 2011. HP pursued legal action against Autonomy, alleging it misrepresented its financial health by inflating revenues and misclassifying hardware sales as software sales, which led to an overvaluation. In this case, Autonomy deliberately tried to conceal some of its critical financials, which makes it difficult for HP to have an accurate evaluation and detect possible fraud during due diligence. In fact, no thorough due diligence was taken to uncover any potential discrepancies in Antonomy’s financial reporting. Indeed, instead of relying on rational reasoning when there is a possibility of information asymmetries, executives often rely on a “gut feeling” that is deeply rooted in their domain-specific knowledge and past experience to quickly develop a sense of “what might not look right” (Shepherd, Lou, and Rudd, 2024; Kopalle et al., 2023; Dane and Pratt, 2009). In sum, TMTs are likely to involve all three SDM processes (i.e., rational, political, and intuition) when making these intertwined pre-deal decisions. 
CONTEXTS AFFECTING PRE-DEAL DECISION MAKING
Drawing on the SDM literature, decision making context refers to TMT, firm characteristics, strategic decision-specific characteristics, and external environment (Elbanna and Child, 2007; Papadakis et al., 1998; Shepherd and Rudd, 2014). These contextual factors not only directly affect the SDM processes as key antecedents but also serve as important moderators that strengthen or attenuate their influence on the downstream outcomes (Shepherd and Rudd, 2014). In the context of pre-deal decision-making context, these four crucially important categories of contexts will shape various key decisions and, in turn, the overall success, or otherwise, of the acquisition.
Top Management Team
The TMT is the dominant coalition of the most senior executives who are responsible for an organization’s overall strategy and direction (Hambrick and Mason, 1984). Hence, the TMT has been the key focus of a large body of research (Finkelstein et al., 2009; Neely et al., 2020), and it is widely acknowledged that TMTs can predominantly influence organization processes and outcomes (Hambrick and Mason, 1984; Hambrick, 2007; Mihalache et al., 2014; Shepherd et al., 2023). However, taking this upper-echelon perspective, prior acquisition research has mostly focused on the effects of the CEO as the most senior member of the TMT with overarching responsibility for strategic decisions. Hence, research has focused on CEO hubris or overconfidence (Hayward and Hambrick, 1997; Malmendier and Tate, 2008) and narcissism (Aktas, de Bodt and Roll, 2009; Chatterjee and Hambrick, 2007). However, Haleblian et al. (2009, p 492) emphasize the importance of gaining a “deeper understanding of the cognitive and behavioral decision making process” which necessitates a focus on the wider TMT, rather than any one individual executive, such as the CEO, as the high-stakes acquisition decision making typically involves multiple TMT members (Hambrick, 2007). 
TMT Transactive memory. Transactive memory system (TMS) is “a system for the shared division of cognitive labor with respect to encoding, storing, and retrieving knowledge from individual areas of expertise” (Heavey and Simsek, 2015, p. 941). TMT transactive memory plays a vital role during TMT’s pre-deal decision-making.  Indeed, pre-deal decision-making requests the integration of multiple specialism areas of expertise across strategy, finance, law, operations, and human resources management, therefore exceeding any individual executive’s cognitive capabilities. TMT transactive memory reduces individual executives’ cognitive overload by equipping the TMT with a reservoir of cognitive resources collected from multiple executives’ knowledge (Heavey and Simsek, 2017). TMT transactive memory enables executives to have a strong sense of “who knows what,” encouraging the TMT to develop a collective understanding of the task in which diverse individual knowledge and experience interact (Heavey and Simsek, 2015; Lewis et al., 2005). Lou et al. (2024a) draw on the “team characteristics-decision process-outcomes” model to investigate the effect of TMT transactive memory on acquisition performance through various pre-deal decision-making processes. They show that TMT transactive memory increases the TMT’s reliance on intuitive and rational decision-making while reducing political behavior, which in turn exerts differential effects on acquisition performance (i.e., negative effects from political behavior, positive effects from intuition, and non-significant effects from procedural rationality). In addition to the empirical evidence, Khan et al. (2020) also theorize the potential mediating role of TMS between ability, motivation, and opportunity (AMO) human resources practices and M&A agility during post-merger integration among cross-border acquisitions. In the global M&A contexts where cultural and institutional differences trigger misalignment in beliefs, values, and practices between the acquirer and the target in the integration phase, acquirers with a strong TMS benefit from sharing, coordination, and transformation of specialized knowledge in the merging entity that realizes that benefits of AMO-enhancing HRM practices. 
TMT cognitive diversity refers to “variation in the desirability of particular goals and variations in cause-effect beliefs” (Miller et al., 2022, p. 826), and it represents executives’ different preferences and beliefs regarding the strategic goals and priorities of the organization (Miller et al., 1998). Unlike using demographic characteristics among executives as proxies that inevitably leaves a “black box” (cf. Lawrence, 1997) of unexplained TMT decision cognition and decision making behavior (Hough and Ogilvie, 2005; Miller et al., 2022), TMT cognitive diversity directly captures the fundamental, deep-lying differences of opinion among executives during pre-deal decision making, which are challenging to reconcile. For example, when a cognitively diverse TMT of a manufacturing company screens a potential target from its supply chain, executives might hold diverse opinions and beliefs concerning whether it is the right target to acquire. For instance, the CEO believes the target has a perfect strategic fit with the company’s long-term strategic goals of becoming a market leader that controls the upstream supply chain; CFO is concerned about the debt level and cost structure, which might cause financial constraints in the future; COO holds a skeptical view on its workforce alignment and operation compatibility after the acquisition. Due to the diverse opinions and perspectives, the pre-deal decision making will inevitably involve emotion-laden disagreement (Martins and Sohn, 2022) and undermine information exchange due to the social categorization process that triggers executives over “out-groups” holding opposing views (Miller et al., 1998; Olson et al., 2007; van Knippenberg et al., 2004). Hence, the screening process can be less rational and also give rise to political behavior, such as barging between sub-groups holding opposing views, making it a political decision making process (Cooper, Patel, and Thatcher, 2014; Lou et al., 2024b). 
TMT compensation. Prior M&A research largely focuses on the effect of CEO compensation on acquisition initiation (cf. Barkema and Schijven, 2008; Bodolica and Spraggon, 2009). Research has shown that CEOs with higher compensation are generally more inclined to pursue acquisition activities (Agrawal and Walkling, 1994). Indeed, CEOs exert more effort in completing the deal if they can receive higher bonus compensation from larger deals (Grinstein and Hribar, 2004). In contrast, research also finds that CEO with underpaid compensation compared with that of their peers (CEO relative pay standing) will engage in more acquisition initiatives as a means of realigning their pay with their peers, especially when they finance acquisitions with more stock than cash to attenuate possible risks associated with the acquisition (Seo et al., 2014). In addition to CEO compensation, the compensation of outside board directors has been found to have an inverted U-shaped relationship with the acquisition rate for both stock and stock-option compensations (Deutsch, Keil, and Laamanen, 2007). Despite the fruitful evidence on the effect of individual executives’ compensation, predominantly CEOs, evidence concerning TMT compensation is still very scarce. Only Steinbach et al. (2017) examine the impact of TMT incentive heterogeneity on acquisition investment initiatives, where they show that the average TMT incentives significantly increase TMT’s engagement in pursuing acquisition but decrease firm return, and TMT compensation heterogeneity weakens this effect by aligning their interests with those of their shareholders. 
Firm Characteristics
Firm slack resources refer to the reserve of actual or potential resources that enable an organization to effectively adapt to internal demands for adjustment or external pressures to alter its policies (Bourgeois, 1981). Drawing on the resource-based view (Barney, 1991), organizations with abundant resources possess the flexibility to respond swiftly to anticipated changes in the environment (Bourgeois, 1981; Tan and Peng, 2003). This adaptability is particularly critical in highly uncertain and hostile environments where rapidly shifting and adversarial conditions challenge an organization’s ability to identify opportunities, mitigate threats, and ensure survival and success (Shepherd and Rudd, 2014; Shepherd et al., 2021). Slack resources can also cushion organizations against potential disruptions by maintaining their core operations and cost structures, thereby increasing their capacity to absorb environmental shocks (Sharfman et al., 1988).
Slack resources can motivate organizations to prioritize organic growth strategies, as they focus on optimizing the deployment of existing resources rather than pursuing restructuring activities, such as acquisitions, to acquire new capabilities (Dolmans et al., 2014). However, agency theory posits that slack resources may also lead to self-serving managerial behaviors, where top managers pursue personal interests that conflict with organizational goals and undermine shareholder value (Nohria and Gulati, 1996). Empirical studies highlight a negative relationship between slack resources, particularly financial slack, and acquisition performance, as excessive slack can result in inefficient resource utilization, satisficing,  and suboptimal decision-making (Haleblian and Finkelstein, 1999; Harford, 1999).
Despite limited research on the specific role of slack resources in pre-deal decision-making, it is evident that abundant resources can influence key decisions. For instance, firms with sufficient slack can form dedicated M&A teams or hire experienced external advisors, allowing them to expand their search scope, systematically screen potential targets, and identify “red flags” to ensure alignment with strategic objectives. During due diligence, the involvement of specialized consultants, legal advisors, and auditors enables the acquirer to uncover hidden risks and validate the target’s disclosed information, helping to avoid unfavorable outcomes, such as HP’s acquisition of Autonomy, where critical information was deliberately disguised by Autonomy. Furthermore, the availability of uncommitted resources, which are readily deployable for day-to-day operations (Kim and Betties, 2014), allows executives to conduct comprehensive information searches and analyses. This can mitigate risks associated with political behavior in decision-making and reduce the stress associated with high-pressure environments (Shepherd et al., 2020).
Firm Acquisition Experience. A substantial body of literature explores how a firm’s prior acquisition experience impacts acquisition motives, various phases of the acquisition process, and overall acquisition success (cf. Barkema and Schijven, 2008). These studies largely build on organizational learning theory, which posits that firms learn from their past experiences through knowledge codification and the routinization of activities (Muehlfeld et al., 2012; Zollo and Winter, 2002; Felker et al., 2024). Such learning broadens a firm’s knowledge base, reduces inertia, and enhances the viability of future acquisition endeavors (Vermeulen and Barkema, 2001). Acquisition experience is often regarded as a critical organizational mechanism for achieving superior acquisition performance (Hayward, 2002). However, research also suggests that the benefits of prior acquisition experience depend on specific conditions. For example, Haleblian and Finkelstein (1999) identify a U-shaped relationship between acquisition experience and performance, indicating that experience is most beneficial when firms pursue similar acquisitions. Similarly, Zollo and Singh (2004) argue that acquisition experience contributes to higher performance only when firms explicitly codify the knowledge gained from each transaction. This highlights the importance of structured learning processes in leveraging past acquisition experience for future success. Meschi and Metais (2015) suggest that the time that firm needs to digest the past experiences will influence the positive acquisition experience-performance relationships. 
More recent research has adopted alternative perspectives to investigate the effects of acquisition experience. Cuypers, Cuypers, and Martin (2017), for instance, apply negotiation and game theory perspectives to argue that extensive acquisition experience enhances a firm’s ability to anticipate the target’s behavior, adopt the target’s perspective, and maneuver negotiations effectively. This perspective underscores the importance of acquisition experience in pre-deal decision-making, particularly in securing favorable deal terms such as price and payment structures. Firms with substantial experience are better equipped to navigate the complexities of negotiations, mitigate information asymmetries—where the target may conceal critical information—and employ effective tactics to maximize shareholder value. Moreover, negotiation experience can foster trust between the acquirer and the target, laying a foundation for smoother post-deal integration. These insights highlight how acquisition experience not only contributes to the strategic success of the deal but also mitigates risks and facilitates long-term value creation.
Deal-specific Characteristics
Deal-specific characteristics play a critical role in shaping firms’ pre-deal decision-making processes. Studies in strategic decision-making (SDM) and mergers and acquisitions (M&A) literature consistently highlight decision-specific characteristics as a fundamental contextual dimension that influences both decision-making processes and outcomes (Elbanna and Child, 2007; Papadakis et al., 1998; Haleblian et al., 2009; Devers et al., 2020). In the SDM literature a number of decision-specific characteristics have been enumerated, including for example, decision uncertainty, decision impact, threat vs. opportunity, and decision familiarity (Shepherd and Rudd, 2014). However, in the context of acquisition decision-making, two of the most salient deal-specific characteristics are the method of payment (cash, stock, or a combination of both) and the degree of acquisition relatedness (Haleblian et al., 2009).
The method of payment reflects the acquirer’s outlook on its future prospects and financial positioning. According to Myers and Majluf (1984), firms signal their optimism or caution through their choice of financing. Acquirers are more likely to use cash to fund an acquisition when they perceive their stock to be undervalued, whereas equity (stock) financing is preferred if they believe their stock is overvalued (King et al., 2004; Eckbo, Makaew, and Thorburn, 2018). Cash is especially preferred when the acquirer perceives the target as undervalued and anticipates significant future growth potential, allowing existing shareholders to capture the full value of the investment as it materializes (Carow, Heron, and Saxton, 2004).
Acquisition relatedness, defined as the degree of similarity between the businesses of the acquirer and the target (Seth, 1990), also has profound implications for pre-deal decision-making. Related acquisitions typically enhance operational efficiency and mitigate risks associated with failed integrations (Angwin et al., 2022). In contrast, unrelated acquisitions diversify business risks but introduce greater uncertainty regarding post-acquisition performance (Miller et al., 2010; Hoskisson et al., 2017). High-reputation firms are often more inclined toward unrelated acquisitions, leveraging their reputation to expand into new markets or industries (Haleblian et al., 2017). Additionally, firm ownership can influence acquisition strategy. For example, family firms prefer related acquisitions to protect their socioemotional wealth and reduce risks associated with unfamiliar industries (Gomez-Mejia et al., 2018; Pinelli et al., 2024). Moreover, related acquisitions contribute to firm value by facilitating more predictable synergies and smoother integration (Clougherty and Duso, 2023).
Despite the growing body of empirical evidence on the impact of deal characteristics on acquisition performance and initiation, limited research has explored how these characteristics influence pre-deal decision-making. For instance, cash payments compel acquirers to perform rigorous due diligence to identify and mitigate risks, as they assume full liability upon payment. Similarly, related acquisitions allow for more accurate synergy assessments, enabling managers to leverage heuristics, namely, the rules of thumb, to quickly identify potential “red flags” under time constraints (Bingham and Eisenhardt, 2011). These dynamics underscore the importance of understanding how deal-specific characteristics shape decision-making during the critical pre-deal phase, influencing outcomes and strategic alignment. 
Environmental Factors
Firms do not pursue acquisitions in a vacuum; rather, acquisition decisions are shaped by various external environmental factors. The external environment inevitably influences how acquisition decisions are made, which, in turn, impacts the overall success of the acquisition (Heeley et al., 2006). The external environment is multidimensional, comprising key dimensions such as dynamism, munificence-hostility, and instability (Bourgeois and Eisenhardt, 1988; Dess and Beard, 1984; Elbanna and Child, 2007; Goll and Rasheed, 2005; Heeley et al., 2006; Khatri and Ng, 2000; Shepherd and Rudd, 2014). Environmental dynamism refers to the unpredictability and unstable rate of change within a firm‘s external context (Mitchell et al., 2011). Munificence reflects the extent to which the environment supports sustained growth and resource availability for firms (Dess and Beard, 1984). Instability, on the other hand, manifests as the unreliability or inconsistency of data and information within the external environment (Khatri and Ng, 2000).
In dynamic and hostile environments, the absence of discernible patterns in environmental change and the heightened perception of risk increases the likelihood of decision-making challenges (Mintzberg, 1979; Bau and Wally, 2003). Under such conditions, tracking emerging industrial trends, competitors‘ strategies, and market growth becomes particularly difficult. Consequently, managers may struggle to identify and interpret the critical elements of their decision-making options (Baum and Wally, 2003). These environmental complexities significantly complicate pre-deal decision-making processes, particularly in target screening and valuation, as rapid shifts in market trends, technological advancements, and regulatory frameworks can drastically affect the fit and evaluation of potential acquisition targets. Furthermore, top managers in such environments are more vulnerable to disrupted information processing (Shepherd et al., 2021), which heightens their perception of threats and necessitates comprehensive due diligence to mitigate risks arising from a rapidly changing and hostile landscape (Mitchell et al., 2011).
In unstable environments, fluctuating economic conditions, political uncertainties, and evolving customer preferences create additional challenges. These factors make it more difficult for top managers to assess the risks and long-term viability of potential targets. Moreover, the lack of reliable information about the target further complicates due diligence, requiring greater effort to address uncertainties and ensure informed decision-making. Thus, dynamic, hostile, and unstable external conditions create multifaceted challenges that demand a systematic and robust approach to pre-deal assessment and decision-making.
DISCUSSIONS AND FUTURE DIRECTIONS
In this chapter, we draw upon both strategic decision-making (SDM) and mergers and acquisitions (M&A) literature to develop an integrative framework that provides new insights into how pre-deal decisions are made, the contextual factors shaping these decisions, and the conditions under which pre-deal decisions influence acquisition outcomes. As illustrated in Figure 1, the framework focuses on four main contextual categories: top management team (TMT) factors, firm characteristics, deal-specific attributes, and environmental influences.
Despite the critical importance of the pre-deal phase in determining the overall success or failure of acquisitions (Welch et al., 2020; Lou et al., 2024a; 2024b), existing research has tended to emphasize post-merger integration (Bauer et al., 2016; Cording et al., 2008; Thomas et al., 2023). This has resulted in a scarcity of theoretical and empirical insights into the antecedents and contingencies shaping the pre-deal phase and how this phase ultimately impacts acquisition performance. The adage, “You can’t make a silk purse out of a sow’s ear,” aptly captures the idea that errors made during the pre-deal phase cascade—and become almost impossible to rectify--into post-merger integration and ultimately compromise acquisition performance (Haspeslagh and Jemison, 1991). First, given the high stakes and complexity of acquisition decisions, which are typically made under significant uncertainty (Zollo, 2009), these decisions are rarely made by individual executives such as CEOs. Instead, we emphasize the underexplored role of TMT-related factors in the M&A literature, specifically transactive memory systems (TMT transactive memory) and cognitive diversity within TMTs. This focus contributes to the growing body of work on the upper-echelon perspective in M&A, which examines the collective influence of TMTs on strategic decisions (Devers et al., 2020). Second, pre-deal decision-making involves a multifaceted interplay of rational, intuitive, and political decision-making processes (Lou et al., 2024a). By addressing this complexity, we aim to enhance our understanding of the cognitive and behavioral dimensions of acquisition decisions (Haleblian et al., 2009). Highlighting these processes underscores the nuanced nature of pre-deal decision-making and its influence on acquisition performance. Finally, we propose an integrative framework for pre-deal decision-making that synthesizes perspectives from both SDM (Shepherd and Rudd, 2014) and M&A literature (Haleblian et al., 2009; Welch et al., 2020). This framework seeks to bridge fragmented insights across theoretical domains and offers a more comprehensive understanding of pre-deal decision-making dynamics.
Future research should empirically test and expand this integrative framework to generate new insights into the comparative importance of contextual factors in shaping pre-deal decision-making and its overall impact on performance. Additionally, given the intertwined nature of pre-deal decisions (Jemison and Sitkin, 1986), future studies could explore the interactions across different decision-making processes, such as target screening and evaluation, to offer a more nuanced understanding of the interplay between rational, intuitive, and political approaches. Investigating these dynamics will contribute to a deeper and more holistic understanding of how pre-deal decisions influence acquisition outcomes. Indeed, advancements in artificial intelligence (AI) technology have significantly transformed the way top managers make strategic decisions. AI facilitates the rapid and accurate processing of vast amounts of data, enabling managers to identify market opportunities and emerging threats more effectively (Duan, Edwards, and Dwivedi, 2019). This technological capability not only enhances decision-making efficiency but also supports strategic foresight in dynamic and competitive environments. Future research could further explore the role of AI in aiding top managers with complex pre-deal decision-making processes, such as target evaluation, risk assessment, and negotiation strategies, to provide deeper insights into its potential to optimize M&A outcomes.
MANAGERIAL IMPLICATIONS
M&A practitioners can also benefit from the integrative model of pre-deal decision-making. First, recognizing the role of the TMT, managers should prioritize assembling diverse and cognitively complementary teams with strong transactive memory systems but be mindful of the possible shortcomings of diverse ideas and beliefs that damage team cohesion (Lou et al., 2024b). This will enable effective collaboration and robust decision-making under high uncertainty, enhance the ability to process complex information and mitigate biases in high-stakes acquisitions. Second, managers should assess firm-specific characteristics, such as slack resources, to determine their capacity to conduct thorough due diligence and execute deals that align with strategic goals. Third, deal-specific factors like the method of payment and acquisition relatedness require managers to tailor strategies for valuation, negotiation, and risk assessment, ensuring a balanced approach that maximizes shareholder value. Fourth, considering the external environment, managers must remain agile and vigilant, adapting to market dynamism, regulatory changes, and competitive pressures while leveraging tools like scenario planning to anticipate and navigate environmental uncertainties. By adopting this integrative framework, managers can develop a more holistic understanding of the interdependencies among these factors, ultimately improving the quality of pre-deal decisions and increasing the likelihood of acquisition success. Last but not least, in 2023, PwC UK’s Deals Practice announced the next phase of its strategic alliance with Harvey to jointly develop the PwC Deals and Harvey AI platform. This platform aims to revolutionize M&A processes by integrating Generative AI technology to enhance efficiency, accuracy, and strategic decision-making throughout the deal (PwC, 2024).  With the rapid advancement of AI, M&A practitioners are encouraged to embrace the adoption of AI technologies and fully leverage its capabilities to improve the effectiveness and efficiency of various pre-deal decision making, such as target screening. 
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