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Abstract 

We find that targets backed by venture capital (VC) syndication spend more time in negotiating 

transaction terms and receive higher acquisition premiums. The acquirers of syndicate-backed 

targets experience lower cumulative abnormal returns surrounding the acquisition announcements; 

however, they out-perform those of individual-backed targets over the long-term. We show that 

VC syndication creates value for entrepreneurial firms by appointing more non-managing 

executives, larger and more independent boards of directors prior to acquisitions. Syndicate-

backed targets prefer stock payments, suggesting VC syndication continues to influence acquirers 

during the post-acquisition period. It aligns the incentive of acquirers’ CEO to their shareholders 

by increasing CEO equity and variable pay. 
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1.  Introduction 

Syndication arises when venture capitalists jointly invest in entrepreneurial firms. In the 

U.S., VC syndication accounts for approximately 70% of entrepreneurial financing. The 

importance of syndication is long recognized in the VC literature; however, a majority of studies 

focus on the formation of VC syndication (e.g., Bayar, Chemmanur, and Tian (2019), Brander, 

Amit, and Antweiler (2002), Casamatta and Haritchabalet (2007), Du (2016), Lerner (1994a), 

Tykvová (2007b)). In this paper, we study the benefits of VC syndication on mergers and 

acquisitions (M&As) which are the most dominant exit route of entrepreneurial firms. From 1990 

to 2017, about 60% of entrepreneurial firms exit through mergers and acquisitions which are 

widely considered to be successful exit pathways (Brander et al., (2002) Hochberg et al., (2007), 

Nahata (2008)). Due to the difficulty of collecting data on private acquisitions of entrepreneurial 

firms (hereafter referred to as targets) (Cumming (2010), Cumming and Johan (2017)), there has 

been no prior evidence on the benefits of VC syndication to this popular type of exit.  

Existing theories present with contradictory predictions regarding the effects of VC 

syndication on targets’ premiums in acquisitions. According to the selection hypothesis (Brander, 

Amit, and Antweiler (2002), Das, Jo, and Kim (2011), Lerner, (1994a), Sah and Stiglitz, (1986), 

Sorenson and Stuart (2001), Tian (2012), Wilson (1968)), when a venture capitalist considers a 

project as a high expected value, they then accept the project without the need for seeking another 

opinion. Consequently, the selection hypothesis suggests that entrepreneurial firms with VC 

syndication investment (hereafter referred to as syndicate-backed targets) should have poorer 

acquisition outcomes than individual-backed firms. On the other hand, the value-added hypothesis 

proposes that different venture capitalists have different skills and information (Brander, Amit, 



4 
 

 

 

and Antweiler, (2002), Tian (2012), Tykvová (2007a)). By investing together, venture capitalists 

add value to entrepreneurial firms. The value-added hypothesis, therefore, predicts that syndicate-

backed firms should have better acquisition outcomes than non-syndicate-backed firms. 

To test these competing hypotheses, we collect private VC-backed M&As from SDC 

Platinum VentureXpert, acquisition characteristics from SDC Platinum M&A, stock trading data 

from CRSP, and acquirers’ firm characteristics from Compustat. Our final sample consists of 2,614 

VC-backed transactions from 1990 to 2017. We define a target as a syndicate-backed firm if there 

is more than one venture capitalist invested in the target prior to the transaction announcement 

following Cumming et al. (2019), Kogut, Urso, and Walker (2007), and Krishnan et al. (2011). In 

our sample of VC-backed acquisitions, 75% of targets are syndicate-backed.  

We find that syndicate-backed targets have higher sales multiple than individual-backed 

targets. Especially, after controlling for both transaction- and acquirer-characteristics, sales 

multiple increases 15.298 times when targets are syndicate-backed. We further adjust the sales 

multiple to the median of sales multiples of similar transactions and find that the adjusted sales 

multiple for syndicate-backed firms increases by 15.046 times.1

 Our evidence supports the value-added hypothesis that VC syndication is linked to higher 

bidding premiums for targets. 

We then examine the effect of VC syndication on the time to completion of VC-backed 

mergers and acquisitions. Building on Golubov, Petmezas, and Travlos's (2012) finding that 

advisors who have superior skills to advise and monitor spend more time negotiating acquisitions’ 

 
1 We identify similar transactions as follows. For each VC-backed acquisition, we search for all listed transactions 
that are announced two years before and after, have the target value ranging between 50% and 150% of its value, and 
share the same target industry (defined by the first 2 digits of the target’s SIC code). 
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terms, we propose that syndicate-backed targets will spend more time (or exert greater efforts) in 

completing acquisition transactions. Follow Grinstein and Hribar (2004), we measure time to 

completion as a dummy variable equals to one if targets complete the acquisition deals in one or 

more days and as the number of days from the acquisition announcement date to the effective date. 

We show evidence that the likelihood of spending one or more days to complete transactions 

increases by significantly when targets are syndicate-backed. We also use the natural logarithm of 

the number of days from the acquisition announcement date to the effective date plus one as an 

indicator for time to completion. Consistently, we find that VC syndication is associated with 

longer time to complete a transaction which supports our view that VC syndicates spend more time 

to discuss important deal terms.   

While VC syndication improves outcomes for targets, it negatively affects acquirers’ 

cumulative abnormal returns (CAR) in the short-term. In particular, acquirers of syndicate-backed 

firms experience 1.5% lower announcement returns, CAR(-2, 2), compared to those of individual-

backed firms. We also find a weaker negative effect of VC syndication on acquirers’ CAR when 

we extend the event window to 11 days. Our findings suggest that VC syndication influences the 

price of acquisition through careful negotiations which significantly hinder the acquirer’s short-

term performance. 

We further examine whether acquirers of syndicate-backed targets will benefit from the 

VC syndication in the long-term. We argue that venture capitalists continue to offer value-added 

services to entrepreneurial firms when they transit from a private corporation into a part of public 

corporations (Hochberg, (2012), Tian, Udell, and Yu (2016)). Specifically, we find that the 

acquirer’s return on total assets (ROA) increases by 3.9% within 3 years from the announcement 
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of syndicate-backed targets. As well, we measure the adjusted return on total assets to the average 

ROA of similar-sized acquirers in the same industry and find a consistent increase of 4.8% in 

adjusted ROA when the target is syndicate-backed.  

We provide three explanations for these effects. Existing literature has shown that venture 

capitalists improve entrepreneurial firms’ corporate governance since they serve on the board of 

directors (Barry et al. (1990)), have the right to appoint the CEO and members of the board 

(Burchardt et al. (2016), Hellmann (1998)), and allocate control rights independent from cash flow 

rights (Gompers (1997), Kaplan and Stromberg (2003)). In addition, good governance structures 

are associated with entrepreneurial firms’ better performance (Daily and Dalton (1992)). Building 

on prior literature, we hypothesize that VC syndication adds value to acquisition outcomes through 

their contribution to the target’s corporate governance. Using the targets’ governance data at the 

time of acquisition exits obtained from VentureXpert, we find that VC syndication appoints more 

non-managing executives, larger and more independent board of directors in the targets as both 

the number and ratio of non-managing directors increase in the presence of VC syndication. 

Moreover, we argue that syndicate-backed targets prefer stock as the method of payment 

because it facilitates VC syndication’s strategy to offer value-added services. Existing literature 

shows that when entrepreneurial firms exit through IPOs, venture capitalists continue to hold 

shares instead of liquidating them to influence the IPO firms with reference to long-term 

performance (Chemmanur, Krishnan, and Nandy (2011), Jain (2001)). VC syndication could form 

blockholding in the acquirer during the post-acquisition period as they maintain a large part of the 

equity in the private entrepreneurial firms (Adra and Menassa (2019), Slovin, Sushka, and 

Polonchek (2005)). We find consistent evidence that syndicate-backed targets are 4.8% more 
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likely to receive all-stock payment than individual-backed targets. In terms of the proportion of 

stock payments, syndicate-backed targets receive 10.6% more stock than individual-backed targets.  

We further explore how VC syndication can offer value-added services that lead to higher 

long-term performance of acquirers that we document earlier. In particular, we examine whether 

VC syndication can improve the acquirers’ governance after acquisitions by focusing on the 

alignment between CEO’s wealth and the benefits of stockholders (Bebchuk et al., 2011; Anderson 

and Bizjak, 2003). This alignment, as a result, improves the firms’ long-term performance (e.g., 

Shleifer and Vishny, 1997; Deckop, Merriman, and Gupta, 2006). We measure CEO variable pay 

and equity pay for CEO-shareholder incentive alignment in the long-term. We show that VC 

syndication significantly increases the incentive alignment between CEO and acquirers’ 

shareholders in the long-term. CEO equity (variable) pay in three years and five year increases 

12.8% (4.9%) and 13.1% (7.2%) if the target is syndicate-backed, respectively.  

One may concern that our findings of VC syndication on the outcome of M&As can be the 

result of promising targets attracting more VC firms (Lerner (1994b), Sorenson and Stuart (2001)), 

or because of VC syndication’s advising efforts. To separate VC syndication’s selection effect 

from the influence of a VC syndication’s value-added services in M&As, we exploit the Heckman 

(1979) two-step procedure to address the self-selection. To further address the issue of self-

selection bias, we employ the propensity score matching technique. With these methods, we 

reaffirm our earlier results that VC syndication is positively related to targets’ sales multiple and 

acquirers’ long-term performance, but it negatively affects the acquirers’ short-term performance. 

There is other potential concern that rather than being backed by VC syndication, targets and their 

acquirers may share a common venture capitalist that bridges the information gap and improves 
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acquisition performance. We restrict the sample to only non-VC-backed acquirers to address this 

concern and confirm that our findings are not sensitive to common venture capitalists between 

targets and acquirers. We additionally control for VC ownership in the targets to address a concern 

that VC syndication may own larger shares in target firms than individual VC. Our earlier findings 

remain unchanged.   

To the best of our knowledge, our paper is one of the first comprehensive studies on the 

effect of VC syndication on acquisition outcomes. The richness of data on private VC-backed 

M&As allows us to look at VC syndication’s influence on acquisition outcomes from both targets’ 

and acquirers’ perspectives, instead of the likelihood of having a successful exit. Brander, Amit, 

and Antweiler (2002) compare the mean returns of the syndicated and standalone investments in 

Canada and find that the former has higher rate of returns. Das, Jo, and Kim (2011), however, 

document contradicting results that VC syndication reduces the time to exit but does not impact 

on the exit multiple. More broadly, our paper contributes to a growing field of research that 

considers the role of VC syndication (e.g., Bayar, Chemmanur, and Tian (2019), Cumming, Grilli 

and Murtinu (2017), Chemmanur, Hull and Krishnan (2016), Das, Jo, and Kim (2011), Hochberg, 

Ljungqvist, and Lu (2007), Tian (2012)). Furthermore, our empirical results contribute to the 

understanding of factors that drive M&A outcomes (Cornaggia and Li (2019), Li, Qiu, and Shen 

(2018), Ma, Whidbee, and Zhang (2019), Schmidt (2015)), especially in the context of private 

firms (Bayar and Chemmanur (2012), Ivanov and Xie (2010), Masulis and Nahata (2011)). While 

Masulis and Nahata (2011) raise a concern that conflict of interests might influence venture 

capitalists to advise or pressure entrepreneurial firms to pursue strategies that benefit their exit-

oriented interest, we provide a new perspective that VC syndication can mitigate this agency 
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problem and lead to significantly higher target sales multiple and lower acquirer announcement 

returns. 

The remainder of our paper is organized as follows. Section II discusses the sample 

selection, variable measurements, and descriptive statistics. Sections III and IV present the effect 

of VC syndication on targets’ and acquirers’ acquisition outcomes, respectively. Section V 

suggests potential explanations for VC syndication’s value creation. Section VI provides 

additional robustness tests. Section VII concludes the paper. 

2. Sample Selection, Variable Measurements, and Descriptive Statistics 

2.1 Sample Selection 

We construct our sample as follows: We begin with all private VC-backed mergers and 

acquisitions from the SDC Platinum VentureXpert database between January 1, 1990, and 

December 31, 2017.3 We use data from VentureXpert because they are the most comprehensive 

and detailed data available for VC-backed mergers and acquisitions. We retain only targets that 

operate in the U.S. and have a value equal to or greater than $1 million. Also, we exclude 

transactions with the percentage of target acquired being less than 100% and transactions that are 

classified as the acquisition of partial interest, acquisition of remaining interest, buy-back, 

exchange offer, and recapitalization. Our resulting sample comprises 5,136 M&A announcements 

between 1990 and 2017. 

 

3 We start our sample from January 1, 1990 to collect reliable information for mergers and acquisitions. Masulis and 
Nahata (2011) use the sample of transactions announced between January 1, 1991 and December 31, 2006, which is 
shorter than our sample. Gompers and Xuan (2009) collect M&As for a slightly shorter period from 1992 to 2006.  



7 
 

 

 

We then match this sample with the whole sample of private mergers and acquisitions listed 

in SDC Platinum M&A database to obtain transaction details, for example, the method of payment, 

the transaction multiple, the SIC code of targets and acquirers. We match using target cusip, 

acquirer cusip, transaction announcement date, and transaction value. We require the database of 

private M&A transactions to be announced between 1990 and 2017; both targets and acquirers are 

located in the U.S.; transaction value is equal or greater than $1 million; deal status is “Completed”; 

transaction types are not spinoffs, recapitalizations, self-tenders, exchange offers, repurchases, 

minority stake purchases, acquisitions of remaining interest, and privatization. We exclude 

observations from financial and utility industries (targets’ 4-digit SIC code between 4900-4999 

and 6000-6999). After dropping observations with missing data on lead venture capitalists or 

transaction characteristics, our final sample consists of 2,614 VC-backed M&A transactions.4 We 

collect stock trading data from CRSP, accounting data for acquirer characteristics from Compustat, 

and target governance data is from VentureXpert (SDC Platinum). We winsorize all continuous 

variables at the 1st and 99th percentiles. 

2.2 Variables Measurement 

We follow the existing literature (Brander, Amit, and Antweiler (2002), Cumming et al. 

(2019), Kogut, Urso, and Walker (2007), Krishnan et al. (2011), Tian (2012)) to measure our main 

explanatory variable SYNDICATION, as the dummy variable, which equals to one if there is more 

than one VC firm invested in the target prior to the M&A announcement. We further provide 

 
4 Although our main sample includes 2,614 transactions, we have missing information on transaction premiums, 
acquirer characteristics, and acquirer performance. Specifically, 1,529 firms have adequate information to generate 
announcement returns, while only 809 transactions have information of premiums available. This is because our 
sample is restricted to private transactions as in Gompers and Xuan, (2008), Masulis and Nahata (2011), and Nguyen 
and Nguyen (2019).  
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robustness tests for an alternative measurement of VC syndication as the number of all venture 

capitalists invested in the target.5  

We construct two sets of variables to measure M&A outcomes. First, from the perspective 

of targets, we follow the prior literature (Masulis and Nahata (2011), Nguyen and Nguyen (2019)) 

to measure sales multiple, PREMIUM, as the ratio between the transaction value and the target’s 

total sales available immediately before the announcement date. We also measure the adjusted 

premium, ADJ_PREMIUM, by subtracting the difference between the target’s sales multiple and 

the median of the sales multiples of similar deals. We select similar deals as follows: For a given 

VC-backed transaction, we search for all listed deals that are announced two years before and after 

the announcement which have a value ranging between 50% and 150% and operate in the same 

target industry (defined by the first two digits of the SIC code). We then construct two 

measurements reflecting the speed of completing deals. First, we construct TIME as a dummy 

variable equal to one of the announcement date is similar to the effective date, zero otherwise. 

Second, we measure LOG(TIME) as the natural logarithm of the number of days the target spends 

to complete the transaction plus one. 

From the perspective of acquirers, we follow Masulis and Simsir (2018) and Masulis, Wang, 

and Xie (2019) and measure acquirer returns, CAR(-2, 2) and CAR(-5, 5), as the total abnormal 

returns during the period (-2, 2) and (-5, 5), given time 0 is the announcement date. Abnormal 

returns are estimated using the market model of which parameters are estimated over the period of 

 
5 Specifically, we count the number of venture capitalists invested in the target and measure LN(N_VCS) as its natural 
logarithm. We then redo the main regressions and report results in Appendix 2 using LN(N_VCS) as the main 
independent for VC syndication. The evidence remains robust. Sales multiple and changes in return on total assets are 
positively associated with the logarithm of the number of venture capitalists, and negatively related to acquirer 
announcement returns.      
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one (trading) year and CRSP value-weighted returns serve as the market benchmark.6 We calculate 

the long-term performance, DROA, as the different between the return on assets (ROA) at time 0 

and time 3, given time 0 is the fiscal year immediately prior to the announcement date. We also 

calculate DADJ_ROA as the change in the adjusted ROA. Adjusted ROA is the difference between 

the acquirer’s ROA and the average ROA of firms that operate in the same industry and have total 

assets ranging between +50% and +150% of their total assets.  

We include two groups of controls in our analysis following the existing literature (Bayar, 

Chemmanur, and Tian (2019), Cumming et al. (2019), Cumming, Grilli and Murtinu (2017), 

Masulis and Nahata (2011), Tian (2012)). First, we control for transaction characteristics, 

including: STOCK_RATIO, the fraction of stock as the method of payment; target’s financing 

stages, ACQ_STAGE, a dummy variable equal to one if the target receives an investment at the 

acquisition/buyout stage; LATER_STAGE, a dummy variable equal to one if the target receives 

an investment at the later stage;7 RELATEDNESS, a dummy variable equal to one if the target’s 

SIC is the same as the acquirer’s SIC code; DEAL_SIZE, the natural logarithm of the transaction 

value; and LEAD_VC_AGE, the natural logarithm of the lead VC’s age. Second, we control for 

the acquirer’s characteristics including firm size, SIZE, the natural logarithm of the acquirer’s total 

assets; Q, the acquirer’s market value of assets the divided by the book value of assets; 

LEVERAGE, the ratio between the acquirer’s total debts and the total assets. A detailed 

description of all variables is presented in Appendix 1.  

 
6 In our main sample of 2,614 transactions, acquirers can be listed or unlisted. We can only obtain information to 
generate abnormal returns during the period (-2, 2) and (-5, 5) for 1,529 listed acquirer in CRSP.  

7 We control for acquisition/buyout and later financing stages since investors during these stages may be opportunistic 
and benefit from exits rather than providing value-added services. Other stages to be compared with in multivariate 
regressions include early stage, expansion, start-up/seed, or others. 
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2.3 Descriptive Statistics 

We provide annual and industry distribution of VC-backed M&A transactions announced 

between 1990-2017 in Panel A and Panel B of Table 1, respectively. In Panel A, we show that the 

numbers of VC-backed targets and VC-syndicated-backed targets both peak around the period 

1999-2000. In 2000, we observe the highest number of 179 VC-backed transactions, and 141 

transactions are syndicate-backed, which accounts for 78.8%. This peak period is followed by the 

period 2004-2007 in which 156 to 166 transactions are announced. The ratio of VC syndication of 

85.4% in 2004 is the highest during this period which is only lower than in 1993 with 91.7%. 

[Insert Table 1 here] 

In Panel B, we present the distribution of VC-backed transactions by target industries 

which are defined by the first two digits of SIC codes. The distribution concentrates on Business 

Services industry with 1,193 transactions, and 79.9% of them are syndicate-backed. It is followed 

by Industrial Machinery & Equipment industry with only 242 transactions, but the syndication 

ratio in this industry is the highest at 84.8%. Other industries with a relatively high number of 

transactions are Chemical & Allied Products, Instruments & Related Products, and 

Communications. 

We report mean, standard deviation, and median for our full sample of 2,614 transactions, 

subsamples of 1,954 syndicated-backed (74.8%) and 660 individual-backed transactions (25.2%) 

in Table 2. In Column (10), we present univariate comparisons for the characteristics of syndicate-

backed and individual-backed transactions. 

[Insert Table 2 here] 
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Regarding targets’ performance, the sale multiple of targets, PREMIUM, equals 24.36 on 

average with a standard deviation of 67.83, but more than 50% of transactions have the multiple 

below 3.13. The difference of takeover premiums across samples of syndicate-backed and 

individual-backed transactions equals 18.76, statistically significant at the 1% level. Similarly, the 

mean of ADJ_PREMIUM equals 27.09 with a median of 2.05. The difference of adjusted 

premiums in Column (10) is also economically significant between the two samples. Overall, the 

univariate comparisons indicate that syndicate-backed targets are traded at a better price than 

individual-backed targets.  

On average, it takes entrepreneurial firms 40.47 days to complete a VC-backed transaction. 

Syndicate-backed targets spend 1.53 days more than individual-backed targets, but the mean 

difference is not statistically significant. Consistently, TIME is equal to 0.74 indicating 74% of 

transactions are not effective immediately after the transaction announcement. We observe a 

difference of 8% of TIME in Column (10), suggesting that targets receive investments from 

multiple venture capitalists who tend to spend more time completing the transaction.  

In terms of acquirer performance, the average abnormal returns for 5-day and 11-day 

window are 2% and 1% in Column (1), respectively, suggesting that VC-backed M&As are value-

creating, consistent with existing findings (Gompers and Xuan (2009), Masulis and Nahata 

(2011)).8 Gompers and Xuan (2009) also find that the announcement returns of acquirers are larger 

when they share a common VC with the target. Masulis and Nahata (2011) document that acquirers 

experience 6.31% CAR when targets are VC-backed using a sample of 245 transactions between 

 
8 Gompers and Xuan (2009) use the sample of VC-backed M&As between 1992 to 2006, while Masulis and Nahata 
(2011) use the sample of both VC-backed and non-VC-backed M&As for the period of 1991-2006). Our sample has 
a similar construction as Gompers and Xuan (2009); however, it cover much longer period.  
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2001-2006, while CAR is only 3.38% when targets are not backed by venture capitalists. In 

Column (10) of Table 2, we compare the acquirer’s announcement returns when targets are 

syndicate-backed and individual-backed. We observe a negative and statistically significant 

difference of CAR between the two subsamples for both 5-day and 11-day windows, suggesting 

that syndicating investments in VC-backed targets reduce the acquirer’s announcement returns.  

Column (1) of Table 2 shows that acquisitions of VC-backed targets decrease the value of 

acquirers in the long-term, i.e. DROA and DADJ_ROA are negative at -5% and -2%, respectively. 

However, they are less negative when targets are backed by VC syndication. Specifically, the 

difference of DADJ_ROA between year 0 and 3 equals 2% and statistically significant at 10%. 

The difference of DROA is positive but statistically insignificant. 

Regarding transaction characteristics, VC-backed targets receive 29% of stock as the 

method of payment on average. The stock proportion in syndicate- and individual-backed 

transactions equals 31% and 38%, respectively. As shown in Column (10) of Table 2, the 

difference of 8% is statistically significant at 1%, implying that syndicate-backed targets prefer 

stock as the method of payment. In addition, 21% of targets obtain VC investments at the 

acquisition stage. In this stage, only 15% of syndicate-backed targets receive investments, while a 

large proportion of individual-backed targets receives VC investments (39%). The difference of -

25% is statistically significant at 1%, indicating a lower financing rate at acquisition stage for 

syndicate-backed firms. In contrast, syndicate-backed targets are more likely to receive financing 

at the later stage. Specifically, the mean difference of LATER_STAGE in Column (1) equals 18% 

and is statistically significant at 1%. DEAL_SIZE has mean and median of 4.25 and 4.32 in the 

full sample, respectively. The mean difference of DEAL_SIZE between syndicate-backed and 
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individual-backed transactions is small at 0.02 and statistically insignificant, suggesting that 

targets with multiple investors are not larger than targets with only one investor. The ratio of 

transactions with a similar target and acquirer industry, RELATEDNESS, is 51%. The univariate 

comparison indicates that the ratio of relatedness is higher in the sample of syndicated-backed than 

it is in the sample of individual-backed targets. We also show that the lead VC of syndicate-backed 

targets is older than that of individual-backed targets. Our evidence suggests that syndicated firms 

attract more reputable venture capitalists, consistent with the VC selection hypothesis that: firstly, 

“hot” targets characterized by high quality may attract a large number of investors; and secondly, 

and these investors tend to have a high reputation.  

In terms of acquirer characteristics, syndicate-backed and individual-backed targets have a 

similar acquirer size. The mean difference of SIZE measured as the natural logarithm of the 

acquirer’s total assets is positive but statistically insignificant. We also document that individual-

backed targets choose acquirers with lower leverage and high growth opportunities (measured as 

Tobin’s Q). 

3. The Effect of VC Syndication on Acquisition Outcomes from Target Perspectives 

3.1 VC Syndication and Acquisition Premiums 

Previous studies propose that there are contradictory predictions concerning the effect of 

VC syndication on targets’ premiums. According to the selection hypothesis (Brander, Amit, and 

Antweiler (2002), Das, Jo, and Kim (2011), Lerner, (1994a), Sah and Stiglitz, (1986), Sorenson 

and Stuart (2001), Tian (2012), Wilson (1968)), syndicate-backed targets should, on average, 

receive lower premiums than individual-back targets via M&A exit. This is because the most 

promising projects would be taken up as standalone investments, while projects with less potential 
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would be put in the syndication pool. On the other hand, according to the value-added hypothesis 

(Brander, Amit, and Antweiler, (2002), Tian (2012), Tykvová (2007a)), venture capitalists can add 

value to targets rather than screening to choose the best ventures; consequently, syndicate-backed 

acquisitions should have higher premiums than individual-backed ones. To test whether syndicate-

backed firms have higher or lower premiums in the event of an acquisition, we estimate the 

following equation: 

(1) PREMIUM (ADJ_PREMIUM)
i,t

= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

where PREMIUM is the ratio between the transaction value and the target’s total sales and 

ADJ_PREMIUM is the difference between the target’s sales multiple and the median of sales 

multiples of similar transactions. The main independent variable, SYNDICATION, equals to one 

if there is more than one VC firm invested in the target, and zero otherwise. Xi,t-1 is a vector of VC 

and transaction characteristics, and Zi,t  represents acquirer characteristics. Definitions of all 

variables are shown in Appendix 1. Following Gompers, Kovner, and Lerner (2009), we include 

nj  as industry fixed effects to take into account the concentration of VC investment across 

industries. We also include year fixed effects, vt, to control for varying economic conditions across 

time following Krishnan et al. (2011). Standard errors are clustered at the deal level. The regression 

results of Equation (1) are presented in Table 3.  

[Insert Table 3 here] 

In Column (1) of Table 3, we document that targets with syndicate backing have higher 

takeover premiums than individual-backed targets. The coefficient estimate on SYNDICATION 

is positive and statistically significant at 1%. Specifically, the sales multiple increases 13.62 times 
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when targets are syndicate-backed, ceteris paribus. In Column (2), we further control for acquirer 

characteristics and find consistent results.  In particular, we find a larger effect of VC syndication 

on the sales multiple, which is 15.928 times. In Columns (3)-(4), we replace the dependent variable 

PREMIUM by ADJ_PREMIUM and re-estimate Equation (1). Similarly, SYNDICATION 

positively affects adjusted sales multiple in both models, confirming that VC syndication improves 

transaction premiums. Our findings reject the selection hypothesis and support the value-added 

hypothesis that the inclusion of multiple venture capitalists will lead to better acquisition outcomes 

for target firms. These results coincide with the findings of Tian (2012)  that VC syndication 

creates value for entrepreneurial firms, as it leads to a lower IPO underpricing and a higher IPO 

market valuation.  

Regarding control variables, we find that targets which receive higher stock offers have 

better premiums, similar to Masulis and Nahata (2011). Acquisitions of targets that receive 

financing at later stages are traded at a discount relative to other targets as the coefficient estimates 

on ACQ_STAGE and LATER_STAGE are negative and significant on all our regressions (except 

for Column (1) of Table 3). DEAL_SIZE is positively related to premiums, suggesting that large 

private targets may have more power in negotiating high offer price, which is consistent with the 

findings of Greene (2017) and Nguyen and Nguyen (2019) who utilize acquisitions of unlisted 

targets. We also document a positive effect of relatedness and acquirers’ Q on takeover premiums.  

3.2 VC Syndication and Time to Completion 

In this section, we further examine the effect of VC syndication and the time to complete 

VC-backed mergers and acquisitions. We argue that if VC syndication adds value to target firms, 

syndicate-backed acquisitions will take more time to complete. This is consistent with the view of 
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Golubov, Petmezas, and Travlos (2012) that top-tier advisors are better skilled at advising and 

monitoring the target, and they will spend extra time negotiating the transaction terms more 

carefully. In order to test the effect of VC syndication on the time to completion, we use completion 

time as a measurement for negotiation efforts as reported in Grinstein and Hribar (2004). We first 

calculate TIME as a dummy variable that equals to one if the time to completion is greater than 

zero and zero otherwise. Second, we measure LOG(TIME) as the natural logarithm of the number 

of days between the announcement date and the effective date plus one. We estimate the following 

equation: 

(2) TIME/LOG(TIME)
i,t

= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

We present the regression results of Equation (2) in Table 4. All model specifications are 

the same as Equation (1). We find that VC syndication spends more time examining transaction 

terms. As shown in Columns (1)-(2) of Table 4, the likelihood of spending one or more than one 

day to complete the transaction increases by 4.6% and 8.3%, respectively. Columns (3)-(4) show 

Tobit regressions of time to competition LOG(TIME) on VC syndication. The coefficient of 

LOG(TIME) is statistically significant at 5% and 1% in Columns (3)-(4), respectively, suggesting 

that syndicate-backed targets take longer time to complete the transaction than individual-backed 

targets. Overall, this evidence supports our argument that VC syndicates are diligent advisors who 

spend more time negotiating terms that benefit the target. 

[Insert Table 4 here] 

We also document results supporting the existing literature, i.e., deals with stock payment 

take more time to complete, small deals are completed faster than large deals, while acquirer size 
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and Q reduce the time to completion (Deng et al. (2013), Golubov, Petmezas, and Travlos (2012), 

Nguyen and Phan (2017)).  

4. The Effect of VC Syndication on Acquisition Outcomes from Acquirer Perspectives 

4.1 VC Syndication and Acquirer’s Announcement Returns 

In the previous section, the value-added hypothesis indicates that targets receive better 

premiums when they are syndicate-backed. We also document VC syndication as diligent advisors 

and spend more time negotiating transaction terms carefully. We predict that as the consequences 

of the targets benefiting from the acquisitions, acquirers’ performance will be negatively affected 

in the short-term. To test this prediction, we regress acquirers’ announcement returns on venture 

capital syndication as follows: 

(3) CARi,t= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

where CAR is acquirer returns. We follow Masulis and Simsir (2018) and Masulis, Wang, 

and Xie (2019) and measure CAR as the total abnormal returns during the period (-2, 2) and (-5,  

5), given 0 is the transaction announcement date. The main independent variable, SYNDICATION, 

equals to one if there is more than one VC firm invested in the target, and zero otherwise. Other 

variables are defined in Appendix 1. Standard errors are clustered at the deal level.   

Table 5 shows the estimation results of Equation (3). Overall, we find that acquisitions of 

syndicate-backed targets generate lower returns for the acquirer. Column (1) shows that acquirer 

returns, CAR(-2, 2), are 1.7% lower when targets are syndicate-backed. The coefficient of 

SYNDICATION is also negative and statistically significant at 5% in Column (2) which 

incorporates acquirer characteristics as control variables. Results remain the same when we extend 



18 
 

 

 

the event window to eleven days and use CAR(-5, 5) as the dependent variable. Columns (3)-(4) 

show a reduction of 1.5% and 1.2% in acquirer returns when there is VC syndication in the target, 

respectively. Our findings suggest that VC syndication influences the price of acquisitions through 

careful deal-term negotiations which negatively affect the acquirer’s short-term performance.  

[Insert Table 5 here] 

We also document in Column (1) that the effect of stock financing on acquirer returns is 

positive and statistically significant at 5%, supporting to the view that equity offers in the 

acquisition of unlisted targets convey favorable information about the value of targets and 

acquirers (Slovin et al. (2005)), or informational rent extracted by the acquirer (Hege et al. (2009)). 

The effect, however, is not statistically significant in other specifications. DEAL_SIZE is positive, 

but statistically significant in Columns (2)-(4), as in Nguyen and Nguyen (2019) and Slovin, 

Sushka and Polonchek (2005). In addition, the acquirer size, SIZE, is negatively related to acquirer 

returns. This evidence is consistent with the findings that small acquirers tend to perform better 

than large ones (Alexandridis et al. (2013), Moeller, Schlingemann, and Stulz (2004)). The 

coefficient estimates on LEVERAGE are positive and statistically significant, implying that a high 

level of debts positively improves acquirer returns.  

4.2 VC Syndication and Acquirer’s Long-term Performance 

In the previous section, we propose that the acquirer’s performance will be negatively 

affected in the short-term following the acquisition of a syndicate-backed target. In this section, 

we ask whether acquirers benefit from the value that VC syndication added to the target in the 

long-term. According to Hochberg (2012) and Tian, Udell, and Yu (2016), venture capitalists 

provide value-added services to portfolio firms when they transit from a private corporation to a 
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public corporation.  Nguyen and Pham (2019) contend venture capitalists provide support for 

acquirers in both the short-term and long-term after the announcement through holding their shares. 

Moreover, VC firms keep holding shares of IPO firms instead of liquidating them, in order to 

influence the firms’ long-term performance using their superior management skills (Jain (2001), 

Krishnan et al. (2011)). Based on these studies, we hypothesize that acquirers of syndicate-backed 

firms perform better over the long-term compared to individual-backed targets. We then examine 

the impact of VC syndication on the operating efficiency of acquirers as follows: 

(4) DROA (DADJ_ROA)i,t= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

where the dependent variable, DROA, is the difference between the return on total assets 

of the acquirer at year 0 and year +3, given 0 is the fiscal year immediately prior to the 

announcement date. DADJ_ROA is the difference between ADJ_ROA in year 0 and 3. We use the 

similar-size matching technique by Barber and Lyon (1996) and Argrawaal and Jaffe (2003) to 

measure ADJ_ROA. Specifically, it is the difference between the acquirer’s ROA and the average 

ROA of firms that operate in the same industry and have total assets ranging from +50% to +150% 

of the acquirer’s total assets. The main independent variable, SYNDICATION, equals to one if 

there is more than one VC firm invested in the target, and zero otherwise. Other variables are 

defined in Appendix 1. The standard errors are heteroskedasticity consistent. 

[Insert Table 6 here] 

Table 6 report estimation results of Equation (4). Overall, we document that VC 

syndication improves the acquirer’s long-term performance. In particular, SYNDICATION is 

positive and statistically significant at 1% in Column (1), suggesting that the acquirer’s return on 
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total assets will increase 3.7% within 3 years from the announcement date if the target is syndicate-

backed, ceteris paribus. The effect increases to 3.9% after controlling for acquirer characteristics 

as the coefficient estimate on SYNDICATION is statistically significant at 1% in Column (2). In 

Columns (3)-(4), the coefficients of SYNDICATION are also positive and statistically significant 

at 1%. The adjusted return on total assets of acquirers, DADJ_ROA, increases 4.4% and 4.8%, 

respectively, when the target receives investment from multiple venture capitalists. In all 

specifications, we document a positive effect of financing at the acquisition stage, ACQ_STAGE, 

on the acquirer’s long-term performance, suggesting that investors attracted to this stage have 

superior skill and experience in managing acquirers.  

Overall, in this section, we document consistent evidence that venture capital syndication 

adds value to entrepreneurial firms. In particular, targets receive higher premiums as VC 

syndication takes a longer period of time to negotiate and complete the deals. Although acquirers 

experience lower cumulative abnormal returns in the short-term when acquiring syndicate-backed 

targets, in the long-run, they demonstrate better operating performance as VC syndication 

continues value-added services. 

5. The Effect of VC Syndication on Targets' Corporate Governance and Acquisition 

Payment Choice 

In previous sections, we reveal that VC syndication adds value to targets and acquirers that 

it positively affects acquisition outcomes, for targets at the time of announcement and acquirers in 

the long-term. In this section, we propose two possible explanation for the value creation of VC 

syndication. We first analyze the impact of VC syndication on the governance of target firms. We 
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then analyze the choice of payment to emphasize the strategic decision of VC syndication to 

influence the acquirer in the long-term. 

5.1 VC Syndication and Targets’ Corporate Governance 

Prior literature has documented venture capitalists create value by designing governance 

structures of portfolio firms. In particular, they serve on the board of directors (Barry et al. (1990)), 

appoint a new CEO and members to the board (Burchardt et al. (2016), Hellmann (1998)), and 

allocate control rights independent from cash flow rights (Gompers (1997), Kaplan and Stromberg 

(2003)). Furthermore, good governance structures often lead to entrepreneurial firms’ better 

performance (Daily and Dalton (1992)). We then argue that VC syndication adds values by 

improving targets’ governance structure. We take advantage of the VC-backed M&A database in 

VentureXpert which reports in details the governance of targets at the time they exit via 

acquisitions. The data is unique and enables us to obtain the full names of all executives, their 

position, and whether they are managing and/or non-managing members. We estimate the 

following equation:  

(5) GOVERNANCEi,t= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

We use four proxies for GOVERNANCE, namely, N_BD is the number of directors on the 

target’s board of directors; R_NMNG_EXE is the ratio between the number of non-managing 

executives and the total number of executives; N_NMNG_BD is the number of non-managing 

board members; and R_NMNG_BD is the ratio between the number of non-managing board 

members and the total number of board members. The main independent variable, 

SYNDICATION, equals to one if there is more than one VC firm invested in the target, and zero 
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otherwise. Other variables are defined in Appendix 1. Standard errors are clustered at the deal level. 

According to our prediction, β is positive and statistically significant.  

The estimation results of Equation (5) are presented in Table 7. In Column (1), the 

coefficient of N_BD is positive and statistically significant at 1%, indicating that the number of 

directors increases by 1.071 when the target is backed by VC syndication, ceteris paribus, 

supporting the view that VC syndication is interested in appointing or sending more directors to 

advise and monitor the target. Also, we find that the ratio of executives who are non-managing 

increases significantly when the target is syndicate-backed. Specifically, in Column (2), the 

increase of 7.2% is statistically significant at 1%. In Column (3), we find that the number of non-

managing directors increases by almost one member (0.974) when there are multiple VC investors 

in the target. Column (4) consistently shows that the ratio of non-managing board members is 

significantly larger (7%) when the target is syndicate-backed.  

[Insert Table 7 here] 

Our evidence indicates that VC syndication appoints more directors, hiring a larger ratio 

of non-managing executives and board members in the targets. Similar to our results, Brav and 

Gompers (1997) find that venture capitalists may design good management in portfolio firms that 

improve their long-term performance. Brickley, Coles, and Terry (1994) show that outsider 

directors serve the interest of shareholders. Hochberg (2012) finds that the boards of directors of 

IPO firms are more independent when they are VC-backed. Hart (1995) points out that non-

managing directors can be considered as “delegated monitors” who oversee the management’s use 

of a firm’s resources.   
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5.2 VC Syndication and Method of Payment 

In this section, we examine the effect of VC syndication on the method of payment in 

mergers and acquisitions. The prior literature suggests that venture capitalists prefer stock as the 

method of payment because it facilitates the strategy to offer value-added services (Nguyen and 

Pham (2019)). Indeed, strategic stock holding by venture capitalists during the post-exit period 

significantly benefits the performance of portfolio firms (Jain (2001), Krishnan et al. (2011)), 

indicating that stock payment is a potential channel for venture capitalists to influence the 

acquirer’s performance. Moreover, venture capitalists often have large equity ownership in target 

firms, and in the event of an exit, they will form blockholding in the acquirer and improve its value 

(e.g., Adra and Menassa (2019), Slovin, Sushka, and Polonchek (2005)). Therefore, consistent 

with the value-added hypothesis, we argue that VC syndication prefers stock as the method of 

payment in VC-backed acquisitions. We construct two proxies for stock as the method of payment. 

STOCK is a dummy variable which equals to one if the transaction is financed by 100% stock, or 

zero otherwise. Furthermore, we calculate STOCK_RATIO as the fraction of stock as the method 

of payment. We estimate the following equation to examine the relationship between VC 

syndication and the choice of stock as the method of payment in M&As: 

(6) STOCK (STOCK_RATIO)
i,t

= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t   

We report the regression results of Equation (6) in Table 8. We find that VC syndicate-

backed firms are more likely to receive all-stock payment and also a higher proportion of stock 

payment. Specifically, in Columns (1)-(2), we find that the likelihood of all-stock payment 

increases by 3.3% and 4.8% when the target is syndicate-backed, ceteris paribus. Since the 

proportion of stock is truncated at 0% and 100%, we employ Tobit regressions to eliminate 
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potential bias caused by the sample truncations. The results reveal in Columns (3)-(4) that 

syndicate-backed targets receive 14.3% and 10.6% more stock than individual-backed targets. The 

effects are statistically significant at 1%, which is consistent with our prediction. 

[Insert Table 8 here] 

The coefficients of other control variables are also consistent with the existing literature, 

i.e., a positive effect of deal size and acquirer’s Q (Gompers and Xuan (2009), Nguyen and Pham 

(2019)), and a negative effect of relatedness, acquirer size (Eckbo, Makaew, and Thorburn (2018), 

Elnahas and Kim (2017), Nguyen and Nguyen (2019), Nguyen and Pham, (2019)). We also find a 

negative relationship between late-stage financing and stock offers in all specifications, suggesting 

that late-stage investors tend to cash out their investment immediately following the exit event. 

5.3 VC Syndication and Acquirers’ CEO-Shareholders Incentive Alignment 

In the previous section, we demonstrate that venture capitalists prefer stock as the method 

of payment through acquisitions. In this section, we explore how VC syndication can offer value-

added services that lead to higher long-term performance of acquirers that we document earlier. 

The value-added hypothesis suggests that VC syndication is more capable of monitoring and 

advising (Brander, Amit, and Antweiler, 2002; Tian, 2012). We examine whether VC syndication 

can improve the acquirers’ governance after acquisitions. We focus on CEO variable pay and CEO 

equity pay as these measurements represent the alignment between CEO’s wealth and the benefits 

of stockholders (Bebchuk et al., 2011; Anderson and Bizjak, 2003). This alignment, as a result, 

improves the firms’ long-term performance (e.g., Shleifer and Vishny, 1997; Deckop, Merriman, 

and Gupta, 2006). We estimate the following equation to study the effect of VC syndication on 

CEO-shareholder incentive alignment in the long-term: 
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(7) CEO_EQP(CEO_VARP)
i,t+3/t+5

= α+βSYNDICATIONi,t+γXi,t-1+δZi,t+nj+vt+ εi,t 

where CEO_EQP is the sum of the CEO’s restricted stock grants and stock option grants 

scaled by CEO’s total compensation measured three or five years after the announcement date. 

CEO_VARP is measured as the difference between CEO’s total compensation and salary scaled 

by CEO’s total compensation measured three or five years after the announcement date. We report 

the results in Table 9.  

[Insert Table 9 here] 

We show that the coefficient estimates of SYNDICATION are positive and statistically 

significant in all model specifications, suggesting that VC syndication increases the incentive 

alignment between CEO and acquirers’ shareholders in the long-term. In Columns (1)-(2), CEO 

equity (variable) pay in three years increases 12.8% (4.9%) if the target is syndicate-backed, ceteris 

paribus. Columns (3)-(4) extend the period of examination to five years. Similarly, VC syndication 

has a positive effect of 13.1% and 7.2% on the acquirers’ CEO equity and variable pay in five 

years after the announcement, respectively.9  

6. Further Tests 

6.1 Heckman Two-step Selection Model 

The effect of VC syndication on the outcome of M&As can be the result of promising 

targets attracting more VC firms (Lerner (1994b), Sorenson and Stuart (2001)), or it can be due to 

VC syndication’s advisory efforts, or both. To separate VC syndication’s selection effect from the 

 
9 Some may argue that the long-term effect of syndication is found because acquirers with high CEO equity/variable 
pay tend to takeover syndicate-backed targets. We actually test the effect of syndication on CEO equity and variable 
pay at the announcement, but the effect is economically small and statistically insignificant.  
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influence of a VC syndication’s value-added services in M&As, we exploit the Heckman (1979) 

two-step procedure to address the self-selection problem. We use N_INT_VCS as the instrument 

in the first step of the Heckman procedure. N_INT_VCS is measured as the natural logarithm of 

the number of VC firms having investments in the same location and industry with the target within 

three years prior to the announcement date.10 We require that these venture capitalists have no 

investment in the target during the calculation period to truly reflect the interest of potential VC 

firms in the given target. We construct this measurement for two reasons. First, VC firms invest in 

companies where they have a better understanding, i.e., industry expertise (Lungeanu and Zajac 

(2016)). Second, target firms tend to attract venture capitalists who are near them where they can 

reduce time required for monitoring and advising (Bernstein, Giroud, and Townsend (2016), 

Kolympiris, Hoenen and Kalaitzandonakes (2018), Tian (2012)). The availability of VC firms that 

meet these criteria, means it is more likely that there will be a syndicated investment in the target. 

Then, we estimate a probit model to predict the likelihood of the target being backed by VC 

syndication as follows: 

(7) SYNDICATIONi,t= α+βN_INT_VCS
i,t

+γXi,t-1+δZi,t+nj+vt+ εi,t 

The estimation of the first step results is presented in Model (1) of Table 10. N_INT_VCS 

is positive at 0.13 and statistically significant at 1% with an average marginal effect of 0.03. This 

supports our argument that the higher the number of venture capitalists near the target and have 

 

10 Our results remain robust when we search for VC firms in the same location and industry with the target within five 
years prior to the transaction announcement.  
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expertise in the target’s industry, then the more likely the target will attract multiple venture 

capitalists or a VC syndicate.  

[Insert Table 10 Here] 

For the second stage of the Heckman Selection Model, we compute the inverse Mills ratio, 

IMR, for syndicate-backed targets from the first-step regression estimates. We include IMR as an 

additional control variable in the second-step regression of sales multiples, acquirer announcement 

returns and acquirers’ long-term performance which are Equation (1), (3), and (4), respectively.  

Model (2) of Table 10 shows that after controlling for self-selection, SYNDICATION 

affects PREMIUM significantly. The evidence suggests that the ratio between transaction value 

and total sales increases by 15.615 times when the target is syndicate-backed, ceteris paribus. Our 

results in Columns (3)-(4) confirm that SYNDICATION has a negative relationship with the 

acquirer’s announcement returns, while it is positively related to the acquirer’s long-term 

performance, consistent with our previous findings. Overall, our results are robust to the self-

selection of VC syndication. 

6.2 Propensity Score Matching 

We take advantage of the binary nature of VC syndication and construct a sample of 

transactions that share similarities along many dimensions except for syndication. To create this 

closely-matched sample, we use propensity score matching (PSM) proposed by Heckman, 

Ichimura, and Todd (1998), (1997). Although PSM does not match firm deal characteristics 

perfectly, PSM generally alleviates differences in syndicate-backed and individual-backed targets 

which will help generate a more unbiased estimate of VC syndication. In particular, we estimate a 
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logit model predicting the likelihood of syndication. We then identify matches based on propensity 

scores from the logit regression, with replacement,11 for each syndicate-backed target.  

[Insert Table 11 Here] 

We report the estimation results in Table 11. These results suggest that VC syndication is 

positively related to sales multiple and the acquirer’s long-term performance, but it negatively 

affects the acquirer’s announcement returns. Specifically, using the matched sample, we find that 

sales multiple increases by 11.652 times when the target is syndicate-backed, ceteris paribus. VC 

syndicate-backed targets reduce the acquirer returns, CAR(-2, 2), by 1.4 %, while it increases the 

difference of returns on assets (DROA) by 3.2%. Overall, our results remain robust and 

economically significant after we control for differences in firm deal characteristics.  

6.3 Non-VC-backed Acquirers 

According to Gompers and Xuan (2009), a common VC between the target and the acquirer 

is able to “bridge” the information gap between two firms. We are concerned that in our sample of 

VC-backed acquisitions, some transactions have a shared VC investor between the target and 

acquirer, and this could contaminate our conclusion on the relationship between VC syndication 

and acquisition outcomes. Indeed, Gompers and Xuan (2009) demonstrate that VC bridge-building 

conveys value-relevant information that significantly affects acquirer announcement returns, and 

the effect is more pronounced in situations where the problem of asymmetric information is more 

severe. If the common investor belongs to individual-backed or syndicate-backed targets, the 

 
11 When we use matching without replacement, the sample size significantly drops but economic significance remains 
robust.  
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influence of VC syndication will be biased, even it is uncertain whether syndicate-backed targets 

have more or less likelihood of a common investor than individual backed targets. 

Therefore, we propose the following approach to address the problem of VC bridge-

building. From our main sample of VC-backed M&As, we create a restricted sample of non-VC-

backed acquirers. In particular, we exclude transactions classified as “VC Company Acquired VC 

Company” and “VC Fund Acquired VC Company”. Consequently, 533 VC-backed acquirers are 

excluded. We re-estimate the regressions of sales multiple, the acquirer’s announcement returns, 

and the long-term performance on VC syndication. The regression results are provided in Table 

12.  

[Insert Table 12 here] 

In Column (1) of Table 12, the coefficient of SYNDICATION is positive and statistically 

significant at 5%, suggesting that syndicate-backed targets receive more premiums than 

individual-backed targets, ceteris paribus. In Column (2), the results show that VC syndication in 

the target reduces the acquirer’s announcement returns by 1.3%, which is statistically significant 

at 10%. In Column (3), we find similar evidence that syndicate-backed targets lead to better 

acquirer long-term performance. The coefficient of SYNDICATION equals 0.049 and is 

statistically significant at 1%. Overall, our results remain robust after we consider VC bridge-

building between targets and acquirers.  

6.4 Other robustness tests 

Although we find a positive effect of VC syndication on targets’ sales premiums and the 

choice of stock payment, one may argue that this effect is mainly driven by the ownership of 

venture capitalists in the targets rather than the VC syndication itself. This argument usually holds 
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because VC syndication invests more and have a larger ownership proportion in target firms than 

individual VCs, so the results may not capture syndication but the proportion of holdings. We 

address this concern by employing a proxy of VC syndication ownership as an additional control 

variable measured as the total VC investments divided by the transaction value of the VC-backed 

firm at the M&A announcement date. In the untabulated results, we find robust evidence of VC 

syndication for targets’ sales premiums and the choice of payment after controlling for VC 

syndication ownership. 

7. Conclusions 

Syndication has for decades been a common practice amongst venture capitalists. This 

research investigates the benefits of VC syndication on acquisition outcomes. We find syndicate-

backed targets have higher sales premiums and spend longer time on the completion of the deals. 

Acquirers of syndicate-backed firms experience lower announcement returns, however, 

outperform those of individual-backed targets in the long-term. Our findings support the value-

added hypothesis that VC syndication creates value for targets that benefit acquirers in the long-

term. We propose three explanations for VC value creation. Venture capitalists improve the 

governance of targets before exiting via acquisition. Moreover, venture capitalists continue to hold 

stocks in acquirers by choosing stock payment and influence them during post-acquisition. During 

the post-acquisition period, VC syndication aligns the incentive of acquirers’ CEO to their 

shareholders by increasing CEO equity and variable pay. Our results are robust to a battery of tests 

of endogeneity and sub-sample bias, confirming our earlier results of the positive consequences of 

VC syndication on acquisition outcomes. Collectively, we show that VC syndication creates value 

for not only entrepreneurial firms but also the acquirers of those in the long-term. 



31 
 

 

 

  



32 
 

 

 

References 
Adra, S., and E. Menassa. "Paradigm Conflict and the Wealth Effects of Blockholder Formation 

in Private Target Acquisitions." Journal of Behavioral Finance 20 (2019), 81-95. 
Agrawal, A., & Jaffe, J.F.. "Do Takeover Targets Underperform? Evidence from Operating and 

Stock Returns". Journal of Financial and Quantitative Analysis, 38 (2003), 721-746. 
Alexandridis, G., K. P. Fuller, L. Terhaar, and N. G. Travlos. "Deal Size, Acquisition Premia and 

Shareholder Gains." Journal of Corporate Finance 20 (2013), 1-13. 
Anderson, R. C.. and John M. Bizjak, J. M. "An Empirical Examination of the Role of the CEO 

and the Compensation Committee in Structuring Executive Pay." Journal of Banking & 

Finance 27 (2003), 1323-1348. 

Barber, B.M. & Lyon, J.D. "Detecting Abnormal Operating Performance: The Empirical Power 
and Specification of Test Statistics." Journal of Financial Economics 41 (1996), 359-399. 

Barry, C. B., C. J. Muscarella, J. W. Peavy, and M. R. Vetsuypens. "The Role of Venture Capital 
in the Creation of Public Companies." Journal of Financial Economics 27 (1990), 447-471. 

Bayar, O., and T. J. Chemmanur. "What Drives the Valuation Premium in IPOs versus 
Acquisitions? An Empirical Analysis." Journal of Corporate Finance 18 (2012), 451-475. 

Bayar, O., T. J. Chemmanur, and X. Tian. "Peer Monitoring, Syndication, and the Dynamics of 
Venture Capital Interactions: Theory and Evidence." Journal of Financial and Quantitative 

Analysis (2019), 1-76. 
Bebchuk, L. A., Cremers, K. J. M., and Peyer, U. C. "The CEO Pay Slice. " Journal of Financial 

Economics 102 (2011), 199-221. 
Bernstein, S., X. Giroud, and R. R. Townsend. "The Impact of Venture Capital Monitoring." 

Journal of Finance 71 (2016), 1591-1622. 
Brander, J. A., R. Amit, and W. Antweiler. "Venture-Capital Syndication: Improved Venture 

Selection vs. the Value-Added Hypothesis." Journal of Economics & Management Strategy 
11 (2002), 423-452. 

Brav, A., and P. A. Gompers. "Myth or Reality? The Long-Run Underperformance of Initial Public 
Offerings: Evidence from Venture and Nonventure Capital-Backed Companies." Journal of 

Finance 52 (1997), 1791-1821. 
Brickley, J. A., J. L. Coles, and R. L. Terry. "Outside Directors and the Adoption of Poison Pills." 

Journal of Financial Economics 35 (1994), 371-390. 
Burchardt, J., U. Hommel, D. S. Kamuriwo, and C. Billitteri. "Venture Capital Contracting in 

Theory and Practice: Implications for Entrepreneurship Research." Entrepreneurship Theory 

and Practice 40 (2016), 25-48. 

Casamatta, C., and C. Haritchabalet. "Experience, Screening and Syndication in Venture Capital 
investments." Journal of Financial Intermediation 16 (2007), 368-398. 

Chemmanur, T. J., K. Krishnan, and D. K. Nandy. "How Does Venture Capital Financing Improve 
Efficiency in Private Firms? A Look Beneath the Surface." Review of Financial Studies 24 

(2011), 4037-4090. 
Chemmanur, T. J., T. J. Hull, and K. Krishnan. "Do Local and International Venture Capitalists 

Play Well Together? The Complementarity of Local and International Venture Capitalists." 
Journal of Business Venturing 31 (2016), 573-594. 

Cornaggia, J., and J. Y. Li. "The Value of Access to Finance: Evidence from M&As." Journal of 

Financial Economics 131 (2019), 232-250. 



33 
 

 

 

Cumming, D., and Johan, S. "The Problems with and Promise of Entrepreneurial Finance." 

Strategic Entrepreneurship Journal 11 (2017), 357-370. 

Cumming, D. J., L. Grilli, and S. Murtinu. "Governmental and Independent Venture Capital 
Investments in Europe: A Firm-level Performance Analysis." Journal of Corporate Finance 

42 (2017), 439-459. 
Cumming, D. Venture Capital: Investment Strategies, Structures, and Policies: Wiley (2010). 

Cumming, D., S. Chahine, I. Filatotchev, R. E. Hoskisson, and J. D. Arthurs. "The Dark Side of 
Venture Capital Syndication and IPO Firm Performance." In The Oxford Handbook of IPOs, 

D. Cumming, ed.: Oxford University Press (2019). 
Daily, C. M. and D. R. Dalton. "The relationship between governance structure and corporate 

performance in entrepreneurial firms." Journal of Business Venturing 7 (1992), 375-386. 
Das, S. R., H. Jo, and Y. Kim. "Polishing Diamonds in the Rough: The Sources of Syndicated 

Venture Performance." Journal of Financial Intermediation 20 (2011), 199-230. 
Deckop, J. R., Merriman, K. K., and Gupta, S. "The Effects of CEO Pay Structure on Corporate 

Social Performance." Journal of Management 32 (2006), 329-342.  
Deng, X., J.-K. Kang, B. S. Low, H. Gao, J. Kang, and R. Masulis. "Corporate Social 

Responsibility and Stakeholder Value Maximization: Evidence from Mergers." Journal of 

Financial Economics 110 (2013), 87-109. 

Du, Q. "Birds of a feather or celebrating differences? The Formation and Impacts of Venture 
Capital Syndication." Journal of Empirical Finance 39 (2016), 1-14. 

Eckbo, B. E., T. Makaew, and K. S. Thorburn. "Are Stock-financed Takeovers Opportunistic?" 
Journal of Financial Economics 128 (2018), 443-465. 

Elnahas, A. M., and D. Kim. "CEO Political Ideology and Mergers and Acquisitions Decisions." 
Journal of Corporate Finance 45 (2017), 162-175. 

Golubov, A., D. Petmezas, and N. G. Travlos. "When It Pays to Pay your Investment Banker: New 
Evidence on the Role of Financial Advisors in M&As." Journal of Finance 67 (2012), 271-

331. 
Gompers, P. A., and Y. Xuan. "Bridge Building in Venture Capital-Backed Acquisitions." (2009). 

AFA 2009 San Francisco Meetings Paper. Available at 
SSRN: https://ssrn.com/abstract=1102504 or http://dx.doi.org/10.2139/ssrn.1102504 

Gompers, P.A. "Ownership and Control in Entrepreneurial Firms: An Examination of Convertible 
Securities in Venture Capital Investments." Venture Capital (1997), 1-33. 

Gompers, P.A., A. Kovner, and J. Lerner. "Specialization and Success: Evidence from Venture 
Capital." Journal of Economics & Management Strategy 18 (2009), 817-844. 

Greene, D. "Valuations in Corporate Takeovers and Financial Constraints on Private Targets." 
Journal of Financial and Quantitative Analysis 52 (2017), 1343-1373. 

Grinstein, Y., and P. Hribar. "CEO Compensation and Incentives: Evidence from M&A Bonuses." 
Journal of Financial Economics 73 (2004), 119-143. 

Hart, O. "Corporate Governance: Some Theory and Implications." The Economic Journal 105 
(1995), 678-678. 

Heckman, J. J. "Sample Selection Bias as a Specification Error." Econometrica 47 (1979), 153-
153. 

Heckman, J. J., H. Ichimura, and P. E. Todd. "Matching As An Econometric Evaluation Estimator: 
Evidence from Evaluating a Job Training Programme." Review of Economic Studies 64 

(1997), 605-654. 



34 
 

 

 

Heckman, J. J., H. Ichimura, and P. Todd. "Matching As An Econometric Evaluation Estimator." 
Review of Economic Studies 65 (1998), 261-294. 

Hege, U., S. Lovo, M. B. Slovin, and M. E. Sushka. "Equity and Cash in Intercorporate Asset 
Sales: Theory and Evidence." Review of Financial Studies 22 (2009), 681-714. 

Hellmann, T. "The Allocation of Control Rights in Venture Capital Contracts." RAND Journal of 

Economics 29 (1998), 57-57. 

Hellmann, T., and M. Puri. "Venture Capital and the Professionalization of Start-Up Firms: 
Empirical Evidence." Journal of Finance 57 (2002), 169-197. 

Hochberg, Y. V. "Venture Capital and Corporate Governance in the Newly Public Firm." Review 

of Finance 16 (2012), 429-480. 

Hochberg, Y. V., A. Ljungqvist, and Y. Lu. "Whom You Know Matters: Venture Capital Networks 
and Investment Performance." Journal of Finance 62 (2007), 251-301. 

Ivanov, V. I., and F. Xie. "Do Corporate Venture Capitalists Add Value to Start-Up Firms? 
Evidence from IPOs and Acquisitions of VC-Backed Companies." Financial Management 

39 (2010), 129-152. 
Jain, B. A. "Predictors of Performance of Venture Capitalist-backed Organizations." Journal of 

Business Research 52 (2001), 223-233. 
Kaplan, S. N., and P. Stromberg. "Financial Contracting Theory Meets the Real World: An 

Empirical Analysis of Venture Capital Contracts." Review of Economic Studies 70 (2003), 
281-315. 

Kogut, B., P. Urso, and G. Walker. "Emergent Properties of a New Financial Market: American 
Venture Capital Syndication, 1960–2005." Management Science 53 (2007), 1181-1198. 

Kolympiris, C., S. Hoenen, and N. Kalaitzandonakes. "Geographic Distance Between Venture 
Capitalists and Target Firms and the Value of Quality Signals." Industrial and Corporate 

Change 27 (2018), 189-220. 
Krishnan, C. N. V., V. I. Ivanov, R. W. Masulis, and A. K. Singh. "Venture Capital Reputation, 

Post-IPO Performance, and Corporate Governance." Journal of Financial and Quantitative 

Analysis 46 (2011), 1295-1333. 

Lerner, J. "The Syndication of Venture Capital Investments." Financial Management 23 (1994a), 
16-16. 

—. "Venture Capitalists and the Decision to Go Public." Journal of Financial Economics 35 
(1994b), 293-316. 

Li, K., B. Qiu, and R. Shen. "Organization Capital and Mergers and Acquisitions." Journal of 

Financial and Quantitative Analysis 53 (2018), 1871-1909. 

Lungeanu, R., and E. J. Zajac. "Venture Capital Ownership as a Contingent Resource: How 
Owner–Firm Fit Influences IPO Outcomes." Academy of Management Journal 59 (2016), 

930-955. 
Ma, Q., D. A. Whidbee, and W. Zhang. "Acquirer Reference Prices and Acquisition Performance." 

Journal of Financial Economics 132 (2019), 175-199. 
Masulis, R. W., and R. Nahata. "Venture Capital Conflicts of Interest: Evidence from Acquisitions 

of Venture-Backed Firms." Journal of Financial and Quantitative Analysis 46 (2011), 395-
430. 

Masulis, R. W., and S. A. Simsir. "Deal Initiation in Mergers and Acquisitions." Journal of 

Financial and Quantitative Analysis 53 (2018), 2389-2430. 



35 
 

 

 

Masulis, R. W., C. Wang, and F. Xie. "Employee-Manager Alliances and Shareholder Returns 
from Acquisitions." Journal of Financial and Quantitative Analysis (2019), 1-92. 

Moeller, S. B., F. P. Schlingemann, and R. M. Stulz. "Firm Size and the Gains from Acquisitions." 
Journal of Financial Economics 73 (2004), 201-228. 

Nahata, R. "Venture Capital Reputation and Investment Performance." Journal of Financial 

Economics 90 (2008), 127-151. 

Nguyen, G., and H. Nguyen. "Does Seller Status Matter in Inter-corporate Asset Sales?" Journal 

of Banking & Finance 100 (2019), 97-110. 

Nguyen, G., and H. Pham. "Venture Capital and Method of Payment in Mergers and Acquisitions."  
(2019). Working Paper. 

Nguyen, N. H., and H. V. Phan. "Policy Uncertainty and Mergers and Acquisitions." Journal of 

Financial and Quantitative Analysis 52 (2017), 613-644. 

Sah, R. K., and J. E. Stiglitz. "The Architecture of Economic Systems." American Economic 

Association 76 (1986), 716-727. 

Schmidt, B. "Costs and Benefits of Friendly Boards during Mergers and Acquisitions." Journal of 

Financial Economics 117 (2015), 424-447. 

Shleifer, A., and Vishny, R. W.  "A Survey of Corporate Governance. ", Journal of Finance 52 
(1997), 737–775. 

Slovin, M. B., M. E. Sushka, and J. A. Polonchek. "Methods of Payment in Asset Sales: 
Contracting with Equity versus Cash." Journal of Finance 60 (2005), 2385-2407. 

Sorenson, O., and Toby E. Stuart. "Syndication Networks and the Spatial Distribution of Venture 
Capital Investments." American Journal of Sociology 106 (2001), 1546-1588. 

Tian, X. "The Role of Venture Capital Syndication in Value Creation for Entrepreneurial Firms." 
Review of Finance 16 (2012), 245-283. 

Tian, X., G. F. Udell, and X. Yu. "Disciplining Delegated Monitors: When Venture Capitalists 
Fail to Prevent Fraud by their IPO Firms." Journal of Accounting and Economics 61 (2016), 

526-544. 
Tykvová, T. "What Do Economists Tell Us About Venture Capital Contracts?" Journal of 

Economic Surveys 21 (2007a), 65-89. 
—. "Who Chooses Whom? Syndication, Skills and Reputation." Review of Financial Economics 

16 (2007b), 5-28. 
Wilson, R. "The Theory of Syndicates." Econometrica 36 (1968), 119-119. 

  



36 
 

 

 

Appendix 1: Definition of Variables 
Variables Definition Source 

SYNDICATION A dummy variable is equal to one if there is more 

than one VC firm invested in the target and zero 
otherwise. 

SDC Venture Xpert 

PREMIUM The ratio of the transaction value to the target’s 
sales. 

SDC Platinum M&As 

ADJ_PREMIUM The difference between the target’s sales multiple 
and the median of sales multiples of similar 

transactions. Similar transactions are identified as 
follows. For each VC-backed transaction, we 

search for all listed transactions that are announced 
two years before and after, have the value ranged 

between 50% and 150% its value, and share the 
same target industry (defined by the first 2 digits of 

the target’s SIC code). 

SDC Platinum M&As 

TIME A dummy variable equals to one if the effective 

date is the same as the announcement date and zero 
otherwise. 

SDC Platinum M&As 

LOG(TIME) The natural logarithm of one plus the number of 
days between the announcement date and the 

completion date. 

SDC Platinum M&As 

CAR(-2, 2) 

  

The acquirer’s cumulative abnormal returns 

between date -2 and 2, given 0 is the announcement 
date. Abnormal returns are generated from the 

market model for which parameters are estimated 
over the period of one year and CRSP value-

weighted returns served as the market benchmark. 

CRSP (US)  

CAR(-5, 5) 

  

The acquirer’s cumulative abnormal returns 

between date -5 and 5, given 0 is the announcement 
date. 

CRSP (US)  

DROA The difference of return on total assets between 
year 0 and year +3.  

Compustat 

DADJ_ROA The difference of adjusted return on total assets 
between year 0 and year +3. Adjusted return on 
total assets is the difference between the acquirer’s 

ROA and the average ROA of firms that share the 
same industry and have the size of total assets 

ranging from +50% to +150% the size of the 
acquirer. 

Compustat 

Transaction characteristics 
STOCK_RATIO The fraction of stock as the method of payment. SDC Platinum M&As 
ACQ_STAGE 

  

A dummy variable equals to one if the target 

receives an investment at the “acquisition/buyout 
stage” and zero otherwise. 

SDC Venture Xpert 
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LATER_STAGE A dummy variable equals to one if the target 
receives a venture capital investment at the “later 

stage” and zero otherwise. 

SDC Venture Xpert 

RELATEDNESS A dummy variable equals to one if the first three 

digits of the target's SIC code are the same as the 
first three digits of the acquirer's SIC code and zero 

otherwise. 

SDC Platinum M&As 

DEAL_SIZE The natural logarithm of the transaction value. SDC Venture Xpert 

LEAD_VC_AGE The natural logarithm of the age of lead VC. The 
lead VC is defined as the VC with the largest 

investment in the target. 

SDC Venture Xpert 

Acquirer characteristics 
SIZE The natural logarithm of the acquirer's total assets. Compustat 

Q The market value of assets divided by the book 
value of assets. 

Compustat 

LEVERAGE The ratio of total debts to the total assets. Compustat 
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Appendix 2: An Alternative Measurement of Venture Capital Syndication 
This table shows robust tests for an alternative measurement of VC syndication. PREMIUM is the 

ratio between the transaction value and the target’s sales. CAR(-5, 5) is the acquirer’s cumulative 

abnormal returns between date -5 and 5, given 0 is the announcement date. DROA is the difference 

of ROA between year 0 and year +3, given 0 is the fiscal year right prior to the announcement date. 
LN(N_VCS) is the natural logarithm of the number of venture capitalists backing the target. 

STOCK_RATIO is the fraction of stock as the method of payment. ACQ_STAGE is a dummy 
variable equals to one if the target receives an investment at the acquisition/buyout stage and zero 

otherwise. LATER_STAGE is a dummy variable equal to one if the target receives an investment 
at the later stage and zero otherwise. RELATEDNESS is a dummy variable equal to one if the 

target's SIC is the same as the acquirer's SIC code and zero otherwise. DEAL_SIZE is the natural 
logarithm of the transaction value. LEAD_VC_AGE is the natural logarithm of the lead VC’s age. 

SIZE is the natural logarithm of the acquirer’s total assets. Q is the acquirer’s market value of 
assets divided by the book value of assets. LEVERAGE is the ratio of the acquirer’s total debts to 

the total assets. Standard errors are clustered at the deal level (in parentheses). Symbols *, **, and 

*** indicate significance at the 10%, 5%, and 1% levels, respectively. 

 PREMIUM CAR(-5, 5) DROA 

 1 2 3 

LN(N_VCS) 7.777** -0.012** 0.023*** 

 (3.174) (0.005) (0.008) 

STOCK_RATIO 26.127** 0.009 0.005 

 (11.101) (0.010) (0.019) 

ACQ_STAGE -24.642*** 0.002 0.024* 

 (7.322) (0.009) (0.014) 

LATER_STAGE -18.337** 0.002 -0.001 

 (7.611) (0.008) (0.014) 

DEAL_SIZE 11.976*** 0.007* -0.002 

 (3.884) (0.004) (0.007) 

RELATEDNESS 11.252* 0.004 0.013 

 (5.892) (0.007) (0.012) 

LEAD_VC_AGE -2.641 -0.006 0.009  
(5.126) (0.005) (0.009) 

SIZE -1.405 -0.009*** -0.004 
 (3.566) (0.003) (0.006) 

LEVERAGE 4.642 0.041** 0.164*** 
 (24.488) (0.019) (0.041) 

Q 6.293*** 0.001 -0.003 
 (1.760) (0.001) (0.002) 

Intercept -78.095*** 0.083** -0.079 

 (25.556) (0.040) (0.052) 

Industry FE Yes  Yes Yes 
Year FE Yes Yes Yes 

Obs. 523 1,481 1,216 
R² 0.29 0.09 0.18 
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Table 1: Distribution of VC-backed M&As between 1990-2017 by Year and Industry 
This table reports the annual and industry distribution of VC-backed mergers and acquisitions 

announced between 1990 and 2017. Industries are defined based on 2-digit SIC code. 

Panel A: The distribution of VC-backed and syndicate-backed M&As by year 

Year  
No. of VC-backed 

transactions 

No. of syndicate-backed 

transactions 
% of VC syndication 

1990 6 4 66.7% 

1991 4 1 25.0% 
1992 35 25 71.4% 

1993 36 33 91.7% 
1994 30 24 80.0% 

1995 50 33 66.0% 
1996 75 49 65.3% 

1997 84 53 63.1% 
1998 93 69 74.2% 

1999 157 122 77.7% 
2000 179 141 78.8% 

2001 113 82 72.6% 
2002 106 81 76.4% 

2003 120 89 74.2% 
2004 158 135 85.4% 

2005 156 119 76.3% 
2006 166 125 75.3% 

2007 162 119 73.5% 
2008 80 55 68.8% 

2009 77 62 80.5% 
2010 114 79 69.3% 

2011 138 101 73.2% 
2012 97 68 70.1% 

2013 79 59 74.7% 
2014 115 90 78.3% 

2015 68 53 77.9% 
2016 53 34 64.2% 

2017 63 49 77.8% 

Total 2,614 1,954 74.8% 

 
 

  



41 
 

 

 

Panel B: The distribution of VC-backed and syndicated-backed M&As by target’s industry 

Industry 
2-digit SIC 

code 

No. of VC-

backed 
transactions 

No. of 
syndicate-

backed 
transactions 

% of VC 

syndication 

Business Services 73 1,193 958 79.9% 
Industrial Machinery & Equipment 36 242 206 84.8% 

Chemical & Allied Products 28 193 146 75.3% 
Instruments & Related Products 38 178 132 74.4% 

Communications 48 130 91 69.5% 
Engineering & Management 

Services 87 109 78 71.8% 
Industrial Machinery & Equipment 35 95 72 75.3% 

Health Services 80 91 67 73.9% 
Wholesale Trade – Durable Goods 50 40 23 57.5% 

Miscellaneous Retail 59 36 24 67.6% 
Oil & Gas Extraction 13 27 11 39.3% 

Printing & Publishing 27 25 15 57.7% 
Fabricated Metal Products 34 21 6 27.3% 

Food & Kindred Products 20 19 11 57.9% 
Nondurable Goods 51 16 5 23.5% 

Rubber & Miscellaneous Plastics 
Products 30 16 4 31.3% 

Eating & Drinking Places 58 11 9 83.3% 
Miscellaneous Manufacturing 

Industries 39 10 7 45.5% 
Primary Metal Industries 33 10 4 40.0% 

Transportation Equipment 37 10 4 70.0% 
Other  145 83 56.4% 

Total  2,614 1,954 74.8% 



42 
 
 
 

Table 2: Descriptive Statistics 

This table presents descriptive statistics of the full sample, and the subsamples of individual-backed and syndicated-backed transactions, 
respectively. SYNDICATION is dummy variable equals to one if there is more than one VC firm invested in the target and zero otherwise. 
CAR(-2, 2) is the acquirer’s cumulative abnormal returns between date -2 and 2, given 0 is the announcement date. CAR(-5, 5) is the 
acquirer’s cumulative abnormal returns between date -2 and 2, given 0 is the announcement date. PREMIUM is the ratio of the transaction 
value to the sales of the target. ADJ_PREMIUM is the difference between the target’s sales multiple and the median of sales multiples of 
similar transactions. DROA is the difference of the return on total assets (ROA) between year 0 and year +3, given 0 is the fiscal year 
right prior to the announcement date. DADJ_ROA is the difference of adjusted ROA between year 0 and year +3 where adjusted ROA is 
the difference between the acquirer’s ROA and the average ROA of firms that: firstly, share the same industry and secondly, have the size 
of total assets ranging from +50% to +150% the size of the acquirer. TIME is a dummy variable equal to one if the effective date is 
different from the announcement date and zero otherwise. LOG(TIME) is the number of days between the announcement date and the 
completion date. STOCK_RATIO is the fraction of stock as the method of payment. ACQ_STAGE is a dummy variable equal to one if 
the target receives an investment at the acquisition/buyout stage and zero otherwise. LATER_STAGE is a dummy variable equal to one 
if the target receives an investment at the later stage and zero otherwise. RELATEDNESS is a dummy variable equal to one if the target's 
SIC is the same as the acquirer's SIC code and zero otherwise. DEAL_SIZE is the natural logarithm of the transaction value. 
LEAD_VC_AGE is the natural logarithm of the lead VC’s age. SIZE is the natural logarithm of the acquirer’s total assets. Q is the 
acquirer’s market value of assets divided by the book value of assets. LEVERAGE is the ratio of the acquirer’s total debts to the total 
assets. All continuous variables are winsorized at the 1% and 99% levels.  

 

All transactions 
(2,614 Obs.) 

 

Syndicate-backed 
(1,954 Obs.) 

SYNDICATION=1 

Individual-backed 
(660 Obs.) 

SYNDICATION=0 

Mean 
differences 

 
 Mean SD p50 Mean SD p50 Mean SD p50 Column 4-7 
 1 2 3 4 5 6 7 8 9 10 
PREMIUM 24.36 67.83 3.13 29.43 75.04 3.78 10.67 39.80 1.97 18.76*** 
ADJ_PREMIUM 27.09 74.00 2.05 31.40 79.51 2.52 12.40 48.35 1.02 19.00*** 
TIME 0.74 0.44 1.00 0.76 0.43 1.00 0.68 0.47 1.00 -0.08*** 
LOG(TIME) 2.68 1.79 3.33 2.74 1.75 3.37 2.50 1.88 3.13 -0.245*** 
CAR(-2, 2) 0.02 0.12 0.01 0.01 0.13 0.01 0.03 0.12 0.02 -0.02** 
CAR(-5, 5) 0.02 0.10 0.01 0.01 0.10 0.00 0.03 0.10 0.02 -0.01*** 
DROA -0.05 0.21 -0.02 -0.05 0.21 -0.02 -0.06 0.19 -0.02 0.01 
DADJ_ROA -0.02 0.22 -0.01 -0.01 0.23 0.00 -0.04 0.20 -0.01 0.02* 
STOCK_RATIO 0.29 0.41 0.00 0.31 0.42 0.00 0.23 0.38 0.00 0.08*** 
ACQ_STAGE 0.21 0.41 0.00 0.15 0.35 0.00 0.39 0.49 0.00 -0.25*** 
LATER_STAGE 0.22 0.41 0.00 0.27 0.44 0.00 0.08 0.28 0.00 0.18*** 



43 
 
 
 

DEAL_SIZE 4.25 1.58 4.32 4.24 1.55 4.32 4.26 1.67 4.32 -0.02 
RELATEDNESS 0.51 0.50 1.00 0.53 0.50 1.00 0.47 0.50 0.00 0.07*** 
LEAD_VC_AGE 2.75 0.70 2.81 2.79 0.69 2.87 2.65 0.72 2.68 0.14*** 
SIZE 6.26 1.80 6.12 6.27 1.80 6.13 6.21 1.79 6.08 0.06 
LEVERAGE 0.13 0.18 0.05 0.12 0.17 0.03 0.18 0.20 0.11 -0.05*** 
Q 4.04 5.13 2.42 4.26 5.42 2.51 3.34 4.02 2.13 0.93*** 
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Table 3: The Effect of VC Syndication on Target Acquisition Premiums 
This table reports linear regressions of target premiums on venture capital syndication. The main 
dependent variable, PREMIUM, is the ratio between the transaction value and the target’s sales. 
ADJ_PREMIUM is the difference between the target’s sales multiple and the median of sales 
multiples of similar transactions. The main independent variable, SYNDICATION, is equal to one 
if there is more than one VC firm invested in the target and zero otherwise. A detailed description 
of other variables is presented in Appendix 1. Standard errors are clustered at the deal level (in 
parentheses). Symbols *, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively. 

 PREMIUM PREMIUM ADJ_PREMIUM ADJ_PREMIUM 
 1 2 3 4 

SYNDICATION 13.620*** 15.298** 17.026*** 15.046** 
 (4.567) (6.329) (6.072) (7.684) 
STOCK_RATIO 36.927*** 26.651** 36.804*** 31.064** 
 (7.664) (11.115) (8.701) (12.179) 
ACQ_STAGE -25.537*** -24.849*** -30.275*** -27.156*** 
 (5.780) (7.281) (7.432) (8.804) 
LATER_STAGE -8.722 -16.925** -12.672* -19.360** 
 (6.087) (7.523) (6.962) (8.456) 
DEAL_SIZE 11.913*** 11.526*** 13.873*** 12.009** 
 (2.300) (3.879) (3.018) (4.652) 
RELATEDNESS 10.549** 11.217* 11.068** 12.530** 
 (4.666) (5.842) (5.389) (6.281) 
LEAD_VC_AGE -2.549 -2.075 -2.406 -1.801 
 (4.321) (5.086) (4.963) (5.243) 
SIZE  -1.317  0.206 
  (3.579)  (4.214) 
LEVERAGE  7.151  4.004 
  (24.349)  (31.634) 
Q  6.325***  6.476*** 
  (1.817)  (1.897) 
Intercept -71.408*** -86.668*** -93.671*** -98.457*** 
 (19.078) (25.691) (26.139) (34.002) 
Industry FE  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 809 523 609 421 
R² 0.21 0.29 0.21 0.29 
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Table 4: The Effect of VC Syndication on the Time to Completion 
This table reports regressions of the time to complete an M&A transaction on venture capital 
syndication. TIME is a dummy variable equal to one if the effective date is different from the 
announcement date and zero otherwise. LOG(TIME) is the natural logarithm of the number of days 
between the announcement date and the completion date plus one. The main independent variable, 
SYNDICATION, equals to one if there is more than one VC firm invested in the target and zero 
otherwise. A detailed description of other variables is presented in Appendix 1. Standard errors are 
clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 10%, 
5%, and 1% levels, respectively. 

 TIME TIME LOG(TIME) LOG(TIME) 
 1 2 3 4 

SYNDICATION 0.046** 0.083*** 0.224** 0.374*** 
 (0.021) (0.026) (0.108) (0.125) 
STOCK_RATIO 0.155*** 0.065** 1.164*** 0.665*** 
 (0.023) (0.027) (0.120) (0.131) 
ACQ_STAGE -0.017 0.025 0.073 0.245* 

 (0.023) (0.028) (0.117) (0.135) 
LATER_STAGE 0.041** 0.028 0.287*** 0.201* 

 (0.020) (0.023) (0.100) (0.108) 
DEAL_SIZE 0.113*** 0.127*** 0.656*** 0.749*** 
 (0.005) (0.010) (0.030) (0.048) 
RELATEDNESS 0.011 -0.025 -0.008 -0.159* 

 (0.016) (0.020) (0.084) (0.094) 
LEAD_VC_AGE 0.006 -0.006 0.062 -0.011 

 (0.012) (0.014) (0.062) (0.066) 
SIZE  -0.029***  -0.196*** 
  (0.007)  (0.034) 
LEVERAGE  0.014  0.203 

  (0.057)  (0.271) 
Q  -0.007***  -0.056*** 
  (0.002)  (0.011) 
Intercept 0.075 0.481** -1.107 0.82 

 (0.341) (0.236) (1.746) (1.380) 
Sigma-Intercept   1.939*** 1.672*** 
   (0.037) (0.042) 
Industry FE Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 2614 1568 2614 1568 
R²/Log likelihood 0.22 0.21 -4673 -2763 
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Table 5: The Effect of VC Syndication on Acquirers’ Announcement Returns 
This table reports linear regressions of acquirer returns on venture capital syndication. The main 
dependent variables, CAR(-2, 2) and CAR(-5, 5), are the acquirer’s cumulative abnormal returns 
during the 5 and 11 window period, respectively. The main independent variable, SYNDICATION, 
equals to one if there is more than one VC firm invested in the target and zero otherwise. A detailed 
description of other variables is presented in Appendix 1. Standard errors are clustered at the deal 
level (in parentheses). Symbols *, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively. 

 CAR(-2, 2) CAR(-2, 2) CAR(-5, 5) CAR(-5, 5) 
 1 2 3 4 
SYNDICATION -0.017** -0.015** -0.015** -0.012* 
 (0.008) (0.008) (0.006) (0.006) 
STOCK_RATIO 0.020** 0.009 0.011 -0.001 
 (0.010) (0.010) (0.008) (0.008) 
ACQ_STAGE 0.008 0.003 0.007 0.006 
 (0.009) (0.009) (0.008) (0.008) 
LATER_STAGE 0.000 -0.001 0.005 0.004 
 (0.008) (0.008) (0.006) (0.006) 
DEAL_SIZE 0.001 0.007* 0.000 0.006** 
 (0.002) (0.004) (0.002) (0.003) 
RELATEDNESS 0.007 0.005 0.005 0.003 
 (0.007) (0.007) (0.005) (0.006) 
LEAD_VC_AGE -0.006 -0.007 -0.004 -0.004 
 (0.005) (0.005) (0.004) (0.004) 
SIZE  -0.009***  -0.009*** 
  (0.003)  (0.002) 
LEVERAGE  0.041**  0.027 
  (0.019)  (0.017) 
Q  0.001  0.001 
  (0.001)  (0.001) 
Intercept 0.063 0.077* 0.004 0.009 
 (0.040) (0.040) (0.031) (0.035) 
Industry FE  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 1,529 1,481 1,529 1,481 
R² 0.07 0.08 0.07 0.09 
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Table 6: The Effect of VC Syndication on Acquirers’ Long-term Performance 
This table reports linear regressions of the acquirer’s long-term performance on venture capital 
syndication. The main dependent variables, DROA is the difference of ROA between year 0 and 
year +3, given 0 is the fiscal year right prior to the announcement date. DADJ_ROA is the 
difference of adjusted ROA between year 0 and year +3. The main independent variable, 
SYNDICATION, equals to one if there is more than one VC firm invested in the target and zero 
otherwise. A detailed description of other variables is presented in Appendix 1. Standard errors 
are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 

 DROA DROA DADJ_ROA DADJ_ROA 
 1 2 3 4 
SYNDICATION 0.037** 0.039*** 0.044*** 0.048*** 
 (0.014) (0.014) (0.016) (0.016) 
STOCK_RATIO -0.001 0.007 0.025 0.008 
 (0.018) (0.019) (0.020) (0.020) 
ACQ_STAGE 0.032** 0.024* 0.044*** 0.028* 
 (0.013) (0.014) (0.014) (0.015) 
LATER_STAGE 0.008 0.004 0.015 0.009 
 (0.014) (0.014) (0.017) (0.016) 
DEAL_SIZE -0.004 -0.002 -0.017*** 0.003 
 (0.005) (0.007) (0.005) (0.008) 
RELATEDNESS 0.009 0.012 0.005 0.003 
 (0.012) (0.012) (0.013) (0.013) 
LEAD_VC_AGE 0.012 0.01 0.011 0.008 
 (0.009) (0.009) (0.010) (0.010) 
SIZE  -0.004  -0.029*** 
  (0.006)  (0.007) 
LEVERAGE  0.165***  0.182*** 
  (0.041)  (0.046) 
Q  -0.003  -0.002 
  (0.002)  (0.003) 
Intercept -0.055 -0.065 -0.029 0.002 
 (0.047) (0.054) (0.061) (0.060) 
Industry FE  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 1,217 1,216 1,169 1,168 
R² 0.16 0.18 0.11 0.14 
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Table 7: The Role of VC Syndication on Target’s Board of Directors 
This table reports the impact of VC syndication on the target’s governance. We construct four 
measures for the target’s governance including: N_BD, the number of board directors; 
R_NMNG_EXE, the number of executives who are not members of the target’s management (non-
managing board members) divided by the total number of executives; N_NMNG_BD, the number 
of non-managing board members; and R_NMNG_BD, the ratio between non-managing board 
members divided by the total number of board members. The main independent variable, 
SYNDICATION equals to one if there is more than one VC firm invested in the target and zero 
otherwise. The detailed description of other variables is presented in Appendix 1. Standard errors 
are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 

 N_BD R_NMNG_EXE N_NMNG_BD R_NMNG_BD 
 1 2 3 4 
SYNDICATION 1.071*** 0.072*** 0.974*** 0.070** 
 (0.161) (0.017) (0.143) (0.033) 
STOCK_RATIO 0.153 0.038** 0.205 0.02 
 (0.182) (0.019) (0.163) (0.028) 
ACQ_STAGE -0.568*** -0.081*** -0.481*** -0.037 
 (0.207) (0.019) (0.180) (0.039) 
LATER_STAGE 0.455*** 0.004 0.311** -0.043** 
 (0.152) (0.014) (0.138) (0.021) 
DEAL_SIZE 0.143** 0.003 0.088 -0.028*** 
 (0.065) (0.007) (0.060) (0.010) 
RELATEDNESS -0.023 0.002 -0.041 -0.003 
 (0.132) (0.013) (0.120) (0.020) 
LEAD_VC_AGE 0.197** 0.008 0.192** 0.016 
 (0.093) (0.009) (0.087) (0.015) 
SIZE -0.03 -0.001 0.003 0.018** 
 (0.051) (0.005) (0.046) (0.007) 
LEVERAGE -0.261 0.012 -0.153 0.077 
 (0.410) (0.040) (0.378) (0.052) 
Q -0.012 0.000 0.000 0.005*** 
 (0.016) (0.002) (0.015) (0.002) 
Intercept -2.050*** 0.161 -1.984*** -0.084 
 (0.642) (0.287) (0.583) (0.185) 
Industry FE  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 1,315 1,315 1,315 950 
R² 0.29 0.22 0.30 0.42 
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Table 8: The Effect of VC Syndication on the Choice of Payment 
This table reports regressions of the method of payment on venture capital syndication. The main 
dependent, STOCK, is a dummy variable equal to one if the deal is financed by stock 100% and 
zero otherwise. STOCK_RATIO is the fraction of stock as the method of payment. The main 
independent variable, SYNDICATION equals to one if there is more than one VC firm invested in 
the target and zero otherwise. A detailed description of other variables is presented in Appendix 1. 
Standard errors are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate 
significance at the 10%, 5%, and 1% levels, respectively.  

 STOCK STOCK STOCK_RATIO STOCK_RATIO 
 1 2 3 4 

SYNDICATION 0.033** 0.048** 0.143*** 0.106*** 
 (0.016) (0.022) (0.022) (0.025) 
ACQ_STAGE -0.118*** -0.099*** -0.771*** -0.418*** 
 (0.017) (0.025) (0.019) (0.022) 
LATER_STAGE -0.032* -0.031 -0.139*** -0.149*** 
 (0.017) (0.021) (0.017) (0.020) 
DEAL_SIZE 0.013** 0.038*** 0.062*** 0.326*** 
 (0.005) (0.010) (0.005) (0.006) 
RELATEDNESS -0.011 -0.022 0.072*** -0.103*** 
 (0.014) (0.019) (0.019) (0.022) 
LEAD_VC_AGE -0.003 0.007 -0.080*** -0.01 
 (0.011) (0.014) (0.008) (0.009) 
SIZE  -0.023***  -0.321*** 
  (0.008)  (0.004) 
LEVERAGE  -0.003  -0.073 
  (0.061)  (0.056) 
Q  0.013***  0.048*** 
  (0.002)  (0.003) 
Intercept 0.119 -0.221** -7.518*** -6.567*** 
 (0.181) (0.089) (0.024) (0.028) 
Sigma-Intercept   1.330*** 1.127*** 
   (0.011) (0.009) 
Industry FE  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 2,614 1,568 2,614 1,568 
R²/Log likelihood 0.30 0.40 -1,936 -1,147 
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Table 9: The Effect of VC Syndication on the Acquirers’ CEO Pay 
This table reports regressions of CEO equity and variable pay on VC syndication. CEO_EQP is 
the sum of CEO’s restricted stock grants and stock option grants scaled by CEO’s total 
compensation measured three or five years after the announcement date in Columns (1)-(3), 
respectively. CEO_VARP is measured as the difference between CEO’s total compensation and 
salary scaled by CEO’s total compensation measured three or five years after the announcement 
date in Columns (2)-(4), respectively. The main independent variable, SYNDICATION equals to 
one if there is more than one VC firm invested in the target and zero otherwise. A detailed 
description of other variables is presented in Appendix 1. Standard errors are clustered at the deal 
level (in parentheses). Symbols *, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively. 

 

  

 CEO_EQP CEO_VARP CEO_EQP CEO_VARP 
 1 2 3 4 
SYNDICATION 0.128** 0.049** 0.131** 0.072*** 
 (0.054) (0.023) (0.057) (0.028) 
STOCK_RATIO 0.111** 0.044 0.106** 0.041 

 (0.051) (0.027) (0.053) (0.029) 
ACQ_STAGE -0.051 -0.031 -0.094 -0.052*  

(0.069) (0.025) (0.078) (0.028) 
LATER_STAGE -0.115** -0.026 -0.100* -0.018 

 (0.054) (0.020) (0.053) (0.021) 
DEAL_SIZE -0.005 0.001 0.005 0.003  

(0.025) (0.010) (0.026) (0.011) 
RELATEDNESS 0.064 0.030* 0.066 0.035*  

(0.042) (0.018) (0.042) (0.019) 
LEAD_VC_AGE 0.051* 0.013 0.059* 0.019  

(0.030) (0.014) (0.034) (0.016) 
SIZE 0.069*** 0.050*** 0.068*** 0.055*** 
 (0.016) (0.008) (0.017) (0.008) 
LEVERAGE -0.443** -0.112* -0.255 -0.086 
 (0.180) (0.062) (0.171) (0.069) 
Q -0.011* -0.008* -0.01 -0.007 
 (0.006) (0.005) (0.006) (0.005) 
Intercept 0.057 0.581*** -0.083 0.520*** 
 (0.258) (0.089) (0.236) (0.103) 
Industry FE Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 225 536 195 415 
R² 0.39 0.27 0.44 0.34 
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Table 10: Heckman Two-step Selection Model 

This table shows robustness tests for the sample selection problem using Heckman two-step 
procedure. PREMIUM is the ratio between the transaction value and the target’s sales. CAR(-2, 
2) is  the acquirer’s cumulative abnormal returns during the period (-2, 2). DROA is the difference 
of ROA between year 0 and year +3, given 0 is the fiscal year right prior to the announcement date. 
N_INT_VCS is the natural logarithm of the number of VC firms having investments in the same 
location and industry with the target within three years prior to the announcement date. 
SYNDICATION equals to one if there is more than one VC firm invested in the target and zero 
otherwise. A detailed description of other variables is presented in Appendix 1. Standard errors 
are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 
 

SYNDICATION PREMIUM CAR(-2, 2) DROA 
 1 2 3 4 
SYNDICATION  15.615** -0.015** 0.035** 
  (6.313) (0.007) (0.015) 
IMR  -57.744** -0.035 -0.014 
  (28.058) (0.026) (0.063) 
N_INT_VCS 0.130***     

(0.027)    
STOCK_RATIO 0.083 25.578** 0.000 0.012  

(0.119) (11.383) (0.008) (0.019) 
ACQ_STAGE -0.595*** -6.778 0.02 0.034  

(0.124) (11.698) (0.012) (0.025) 
LATER_STAGE 0.769*** -32.270*** -0.003 0.003 

 (0.120) (10.789) (0.008) (0.019) 
DEAL_SIZE 0.043 11.017*** 0.005* -0.005  

(0.042) (3.754) (0.003) (0.007) 
RELATEDNESS 0.037 11.021* 0.002 0.014  

(0.085) (6.041) (0.006) (0.012) 
LEAD_VC_AGE 0.148** -2.296 -0.006 0.01  

(0.060) (5.144) (0.004) (0.010) 
SIZE 0.040 -2.873 -0.009*** -0.004 
 (0.033) (3.718) (0.002) (0.006) 
LEVERAGE -0.424* 25.264 0.033* 0.164*** 
 (0.235) (25.854) (0.018) (0.045) 
Q 0.001 5.223*** 0.001 -0.002 
 (0.011) (1.853) (0.001) (0.002) 
Intercept -0.381 -41.346 0.020 -0.036  

(0.668) (38.428) (0.046) (0.083) 
Industry FE Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes 
Obs. 1,488 488 1,405 1,161 
R²/Log likelihood -658 0.27 0.07 0.18 
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Table 11: Propensity Score Matching 
This table shows robust tests for the subsample of non-VC-backed acquirers. PREMIUM is the 
ratio between the transaction value and the target’s sales. CAR(-2, 2) is the acquirer’s cumulative 
abnormal returns between date -2 and 2, given 0 is the announcement date. DROA is the difference 
of ROA between year 0 and year +3, given 0 is the fiscal year right prior to the announcement date. 
SYNDICATION equals to one if there is more than one VC firm invested in the target and zero 
otherwise. A detailed description of other variables is presented in Appendix 1. Standard errors 
are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 

 PREMIUM CAR(-2, 2) DROA 
 1 2 3 
SYNDICATION 11.652** -0.014*** 0.032*** 
 (5.030) (0.004) (0.009) 
STOCK_RATIO 42.674*** -0.011* 0.044*** 
 (10.371) (0.006) (0.015) 
ACQ_STAGE -27.933*** 0.006 0.007 

 (6.060) (0.007) (0.014) 
LATER_STAGE -23.737*** 0.006 -0.005 

 (5.839) (0.005) (0.010) 
DEAL_SIZE 9.950*** 0.009*** -0.004 

 (3.356) (0.002) (0.005) 
RELATEDNESS 17.753*** 0.016*** 0.009 

 (4.958) (0.004) (0.010) 
LEAD_VC_AGE -4.315 0.001 0.000  

(4.224) (0.003) (0.007) 
SIZE 1.582 -0.011*** -0.001  

(3.041) (0.002) (0.005) 
LEVERAGE -0.781 0.061*** 0.077**  

(21.841) (0.015) (0.036) 
Q 6.716*** 0.002*** -0.005** 
 (1.561) (0.001) (0.002) 
Intercept -74.730*** -0.084** 0.044 

 (25.685) (0.037) (0.041) 
Industry FE Yes Yes Yes 
Year FE Yes Yes Yes 
Obs. 778 2,268 1,858 
R² 0.37 0.14 0.22 
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Table 12: Subsample of Non-VC-backed Acquirers 
This table shows robust tests for the subsample of non-VC-backed acquirers. PREMIUM is the 
ratio between the transaction value and the target’s sales. CAR(-2, 2) is the acquirer’s cumulative 
abnormal returns between date -2 and 2, given 0 is the announcement date. DROA is the difference 
of ROA between year 0 and year +3, given 0 is the fiscal year right prior to the announcement date. 
SYNDICATION equals to one if there is more than one VC firm invested in the target and zero 
otherwise. A detailed description of other variables is presented in Appendix 1. Standard errors 
are clustered at the deal level (in parentheses). Symbols *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 
 

PREMIUM CAR(-2, 2)  DROA  
1 2 3 

SYNDICATION 14.496** -0.013* 0.049***  
(7.359) (0.007) (0.016) 

STOCK_RATIO 22.169* -0.002 -0.004  
(12.121) (0.009) (0.020) 

ACQ_STAGE -23.597*** 0.01 0.025  
(8.368) (0.009) (0.016) 

LATER_STAGE -11.173 0.006 -0.004 
 (8.645) (0.007) (0.015) 
DEAL_SIZE 12.277*** 0.007** -0.004  

(4.338) (0.003) (0.007) 
RELATEDNESS 10.832* 0.002 0.014  

(6.549) (0.006) (0.013) 
LEAD_VC_AGE -0.319 -0.007 0.01  

(4.858) (0.004) (0.010) 
SIZE -3.487 -0.010*** -0.005 
 (4.118) (0.003) (0.006) 
LEVERAGE 2.375 0.043** 0.196*** 
 (26.532) (0.020) (0.046) 
Q 6.045*** 0.001 -0.002 
 (2.138) (0.001) (0.003) 
Intercept -68.166*** 0.052** -0.061  

(26.035) (0.026) (0.064) 
Industry FE Yes Yes Yes 
Year FE Yes Yes Yes 
Obs. 425 1,203 1,006 
R²/Log likelihood 0.29 0.10 0.20 

 


