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Abstract
Although governments in China have introduced a series of environmental policies and measures to ensure improvements in corporate green management,
such as green merger and acquisition (M&A), we �nd that a portion of green M&A �rms still pollute the environment. This observation casts doubt on the
assertion that green M&A is expected to have a positive impact on reducing corporate environmental pollution. To explain this tension, we use both
perspectives of legitimacy-bene�t and illegitimacy-penalty to discuss when organizations take green M&A as a sincere greening action rather than hypocritical
greenwashing in environmental governance. Thus, we argue that media scrutiny and state-owned enterprises (SOEs) in�uence the likelihood that an
organization will take green M&A as a sincere substantive strategic action. To be speci�c, we determine that the positive relationship between green M&A and
corporate environmental governance is stronger for �rms in localities with greater media scrutiny, as these �rms face more legitimacy-bene�t and illegitimacy-
penalty. Conversely, SOEs weaken this relationship, as SOEs have natural political connections to undermine legitimacy-bene�t and avoid illegitimacy-penalty.
Empirical analyses using data on Chinese heavy-polluting �rms listed on stock exchanges from 2009 to 2017 support these arguments.

Introduction
With the worsening of global environmental pollution, enterprises play a key role in environmental governance. Previous studies believe that �rms take a series
of strategic decisions to meet the environmental expectations of stakeholders (Marquis, Toffel, & Zhou, 2016). Green management is one increasingly popular
method, which we de�ne as a proactive responsive strategy of �rms to gain competitive advantage and achieve sustainable development by integrating
environmental responsibility into business goals and corporate strategies (Banerjee, 2002; Li, Xu, McIver, Wu, & Pan, 2020). This approach is a process in
which organizations establish and manage their positive perceptions among stakeholders in corporate environmental governance (Li et al., 2020). It has
various strategic activities, including environmental information disclosure, green merge and acquisition (M&A) activities, and green marketing.

Most studies propose that green M&A is a substantive response to environmental pressure. Given that green M&A is a long-term process that requires the
persistence and effort of all members of the �rm, from the top management team (TMT) down to the employees, �rms face an arduous and di�cult challenge
to implement green M&A. An enterprise’s selection of such a complex and di�cult strategic decision highlights the determination of its commitment and effort
to greening activities and green transformation. Compared with other green management activities, green M&A represents long-time, large-scale, and high-cost
activities in environmental governance. Thus, such strategic activities tend to attract that attention of the media and the public easily. Through large-scale
green M&A activities, enterprises convey to the stakeholders their attitude of adhering to environmental protection and ideas of committing to sustainable
development. For example, the Gezhouba Group (CGGC), a large leading and internationally advanced energy engineer company, has spent ¥473 million to
acquire a sewage treatment company in recent years. With the help of the acquired sewage treatment plant, the CGGC has upgraded the technology of sewage
treatment and completed the ecological restoration of the surrounding watershed. This practice is performed not only by large star companies but also by
private enterprises. TIGA, a private enterprise that manufactures central air conditioning, has acquired SMARDT, which is a global leader and has the most
advanced environmental and energy-saving technologies in central air conditioning. The chairman of TIGA hopes the move will promote sustainable
development and improve energy e�ciency. Firms can bolster their reputation and social image while shifting government and public recognition through
M&A activities, such as environmental information disclosure (McDonnel & King, 2013).

However, some scholars argue that green M&A is regarded as a tool used by �rms for greenwashing. The extant organizational literature suggests that
consistent with corporate social performance, environmental governance is often �lled with a large number of symbolic actions (Laufer, 2003; Marquis et al.,
2016). It will consume a large amount of time, money, human capital, and other resources, which is not worthwhile for the survival and growth of �rms.
Therefore, organizations usually take symbolic compliance in response to environmental pressure (Zajac & Westphal, 2004; Bromley & Powell, 2012; Marquis
et al., 2016). Green M&A is no exception. Numerous �rms focus on environmental issues from government regulation and public pressure (Taylor, 1992) rather
than voluntary behavior, as it goes against the nature of pro�t seeking. Such focus is the main issue of hypocritical greenwashing in the environmental
governance, which is common in reality. For example, Zhejiang Longsheng, a giant in the dye industry, acquired the European dye company Dystar in 2010.
After the acquisition, Zhejiang Longsheng experienced rapid growth in its performance and ranked top in terms of production capacity. However, the central
environmental protection inspector discovered that behind such brilliant performance is thousands of pollutants being buried privately. Similarly, CCTV, the
authoritative and legitimate media �rm, reported that several mining companies committed to sustainable development ostensibly through M&A actually
brushed mines with green paint to pass inspections. This absurd phenomenon has also been repeated in Shandong, Henan, and Shaanxi provinces.
Collectively, these examples support the conclusion that green M&A is a symbolic action of greenwashing in response to increasing environmental pressure on
companies, especially in China (Laufer, 2003; Lyon & Maxwell, 2011; Du, 2015; Marquis et al., 2016).

Taken together, we want to examine when organizations take green M&A as a sincere greening action to reduce pollution rather than hypocritical
greenwashing, as the current literature has yet to discuss the reasons and conditions for organizations to select strategic consistency in environmental
governance.

We focus on legitimacy theory to address this issue. Our argument is that paying close attention to the pressure of the legitimacy concern may compel �rms
concentrate on strategic consistency to avoid taking symbolic or hypocritical strategies. While �rms adopt symbolic strategies, such as greenwashing, the
public will perceive the strategic inconsistency and hypocrisy of the �rm, which would aggravate the legitimacy concern rapidly. Different from other green
management activities, green M&A generally represents a substantive strategy due to costly expense and strategic consistency. Thus, we realize that green
M&A can promote �rms to respond to the legitimacy concern of the environment in a sincere way. Speci�cally, green M&A not only helps �rm to reduce
environmental pollution but is also consistent with the expectations of governments and society. Following the logic of arguments, we theorize that strategic
consistency would change across the signi�cance of the legitimacy concern. In other words, �rms perceive that the legitimacy concern is malleable and not
�xed, which depends on the institutional environment in which a �rm is located. Accordingly, we examine conditions under which strategic consistency or
inconsistency is more likely to happen.
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To develop our arguments, we test how green M&A in�uences corporate environmental governance. Using a dataset of heavy-polluting Chinese �rms listed on
the Shenzhen or Shanghai Stock Exchanges, we determine that green M&A is positively associated with corporate environmental governance. Moreover, we
�nd that state-owned enterprises (SOEs) weaken the positive relationship, whereas media scrutiny strengthens it.

On the basis of the empirical results, we make contributions to the discussion about legitimacy theory and corporate environmental governance. First, we
clarify the in�uence of legitimacy-bene�t and illegitimacy-penalty on strategic decision-making in legitimacy theory. We explore the conditions that test how
corporate environmental governance aggravates or alleviates the perspectives of legitimacy-bene�t and illegitimacy-penalty.

Second, we examine one of the effective means of corporate environmental governance-green M&A. Although previous studies have shown that �rms mostly
adopt greenwashing to respond to environmental pressure (Du, 2015; Torelli et al., 2020), symbolic compliance cannot solely promote �rms to implement
green reforms. By contrast, we �nd and prove that green M&A should be a substantive response to government environmental regulation. For enterprises,
especially in green transition, green M&A actions have practical signi�cance and great in�uence that urge �rms to opt for environmental governance to obtain
support and resources from stakeholders while alleviating legitimacy pressure.

Theoretical Background And Hypotheses

Green M&A
Green M&A and legitimacy bene�ts. Green M&A refers to the merge and acquisition that incorporate the environmental rationalized elements in �rms’ strategic
decisions to gain survival resources and competitive capabilities, and achieve sustainable development (Pan, Liu, Qiu, & Shen, 2019; Li et al., 2020). One of the
most salient features of green M&A is that the environmental elements run through the entire transaction process from the target selection, contract signing,
until the end of the M&A to realize the uni�cation of �nancial performance and social performance (Pan et al., 2019). Different from various types of green
management and investments, �rms can use green M&A to achieve rapid transformation and competitive advantage. From the characteristic and cost of
green M&A, we believe that green M&A is a speci�c method to maintain strategic consistency and a sincere response to environmental appeals.

Green M&A has broadly similar functions to other M&A activities that can obtain value creation (Deng, Kang, & Low, 2013), such as e�ciency (Banker, Chang,
& Cunningham, 2003) and resource redeployment (King, Slotegraaf, & Kesner, 2008). Therefore, �rms as acquirers can gain clean energy and energy-saving
technology from targets in green transformation and transition. Firms need a substantial amount of money, human capital, new technology, and time to
produce green transformation for long-term investments, which may not be effective. These tangible resources and intangible resources are core
competencies for the competitive advantage and diversi�cation of �rms. Thus, most �rms face the problem of investing more in transformation. However,
such investment is fruitless and may even damage the survival and development of �rms due to the misuse of resources. Hence, �rms are cautious and
passive in the face of environmental pressure, such as green management and transformation.

Green M&A is undoubtedly the best solution to liberate �rms from this dilemma so far. Instead of spending a shedload of money on new technology and
advanced equipment, �rms are better off developing the target’s existing technology, production lines, and skilled technicians, which would not only greatly
improve the e�ciency but also reduce the cost of green management and transformation.

Beyond promoting green technological innovation and strengthening industrial upgrading, �rms must respond to the environmental pressure and legitimacy
crisis as well as gain recognition and trust from the government, the public, and society. This strategy is a valuable, unique, and intangible resource for �rms,
which further facilitates and consolidates their legitimacy.

In general, strategic consistency can convey a sincere signal to the public and society. Without equivocation or ambiguity, green M&A is regarded as a typical
representative. Scholars use peculiarities and temperaments to interpret the movement of actors (Gilbert & Malone, 1995). For example, when a person
accomplishes a good deed, the public will have a favorable perception of him/her, whereas when an individual does something bad, the public will believe
he/she is a disagreeable person (Yoon, Gürhan-Canl, & Schwarz, 2006). A �rm implements green M&A to prove to society that its values are in line with its
actions. Hence, the public would perceive that the �rm’s green transformation and environmental protection is sincere and not merely a ploy, thereby
expressing good will and trust toward the organization. In turn, the �rm will promote reputation and legitimacy to make use of the corresponding good will and
trust in the future. This scenario is a vivid description of the legitimacy-bene�t that originates from strategic consistency. In addition, this perceived sincerity
would make the public believe that the image of the corporate brand is sustainable and not disposable (Childs, Woo, & Kim, 2019).

Green M&A and illegitimacy penalty. However, in reality, a portion of �rms engaging in M&A still pollute the environment. If the situation of environmental
pollution does not improve after the implementation of green M&A, the public will conclude that action is merely an instrument of greenwashing and that the
�rm is hypocritical in environmental governance and green transformation. Hypocrisy is a serious negative label for an organization (Christensen, Morsing, &
Thyssen, 2020), as this image implies that the �rm does not implement what it declares it would do (Weick, 1995). When the �rm cannot make its actions
correspond with its words, the public and society will doubt the sincere motivation of its strategic actions and may lead to suspicion and distrust toward the
company’s strategic decisions (Childs et al., 2019). This issue is the major cause of hypocrisy. We conclude that hypocrisy is a negative perception made by
stakeholders of an organization (Carlos & Lewis, 2018) and the consequence of strategic inconsistency (Brunsson, 2007). Although hypocrisy does great harm
to �rms, a great number of organizations still regard symbolic strategy as the �rst choice in dealing with complex institutional pressure, which has drawn
growing criticism directed at the hypocrisy and decoupling behaviors of companies in solving social and environmental concerns (Andersen & Høvring, 2020).
Such hypocrisy and decoupling behaviors are more common in environmental governance, which is generally referred to as greenwashing.

Strategic inconsistency makes stakeholders doubt the motivation behind organizational behavior; hence, they will not react as the organization expects (Yoon
et al., 2006). Particularly hypocrisy will occur when bias and incongruity exist between the value and behavior of the organization (Effron, Lucas, & Connor,
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2015). The perception of hypocrisy in environmental governance and green transformation is caused by greenwashing. Greenwashing refers to the calculated
tactic of �rms attempting to cover up environmental misconducts in the name of greening (Du, 2015). Du (2015) discovered that approximately 98% of
products allegedly engage in greenwashing to mislead the public.

Speci�cally, when �rms select green M&A as a greenwashing instrument for symbolic response to environmental pressure, environmental pollution still exists
and may even worsen. Greenwashing only responds to such pressure, but it does nothing about this issue. Such symbolic actions, once observed by investors,
consumers, governments, media, and members of the public, will cause negative effects. Moreover, as a major strategic activity of �rms, green M&A has long
and high-level exposure, which easily attracts the attention of stakeholders. As a result, if �rms implement green M&A as a tool of strategic inconsistency, they
will run the risk of being perceived as hypocrisy. Moreover, the internal stakeholders, including shareholders, investors, and employees, or external
stakeholders, such as consumers, governments, media, and the public, will focus on green M&A, questioning the reliability, sincerity, and veracity of �rms’
strategic motives. These actors may consider that companies are acting benevolently. In reality, these �rms are being hypocritical. Hence, the stakeholders will
make negative comments on the �rms’ green M&A. The negative impression of stakeholders impedes the corporate ful�llment of development. Moreover, the
boom in the stakeholders’ skepticism entails more rigorous discrimination and close scrutiny from external stakeholders (Parguel, Benoît-Moreau, & Larceneux,
2011). To avoid external stakeholders’ scrutiny, companies will not be willing to take huge risks to engage in hypocritical strategic activities.

Concerned about the long-term negative impacts, organizations are willing to avoid image and reputational damage caused by hypocritical greenwashing.
Accordingly, from the perspectives of legitimacy-bene�t and illegitimacy-penalty, our baseline argument is that green M&A is a sincere response in corporate
environmental governance, which can reduce environmental violation.

Therefore, we put forward the following baseline hypothesis:

Baseline Hypothesis: Green M&A is positively associated with corporate environmental governance.

When Will Organizations Be Sincere?
The above inference shows that organizations select sincere green M&A rather than hypocritical greenwashing to gain legitimacy-bene�t while avoiding
illegitimacy-penalty. However, the existing research has yet to analyze the conditions that encourage �rms to adopt sincere strategic consistencies. The
distance between “talk” and “walk” determines the sincerity or hypocrisy of corporate strategy. Speci�cally, the greater the distance between words and deeds,
the lower the strategic consistency, which indicates that the �rm is hypocritical. When the distance between words and deeds is smaller, the strategic
consistency is higher, thus indicating that the �rm is sincere. Notably, this condition is necessary but not su�cient (Carlos & Lewis, 2018). Only when the
sincerity or hypocrisy of the strategy is perceived by stakeholders can it lead to the legitimacy-bene�t or illegitimacy-penalty of the �rm. Thus, legitimacy-
bene�t and illegitimacy-penalty are magni�ed in some cases, whereas they are reduced in others. Moreover, we ensure the conditions under which strategic
consistency or strategic inconsistency is perceived, namely, media scrutiny and SOEs. These conditions in�uence the likelihood that an organization will take
green M&A as a substantive strategic action.

Media Scrutiny and Strategic Consistency
Generally speaking, media coverage plays a vital impact on the corporate strategic behaviors and information transmission, especially on corporate social
responsibilities, such as environmental governance (Zyglidopoulos, Georgiadis, Carroll, & Siegel, 2012). On the one hand, media attention can reduce
information asymmetry between �rms and stakeholders (McWilliams & Siegel, 2001; Saxton & Anker, 2013). Stakeholders lack direct channels to
communicate and feedback information with �rms. However, media attention makes up for this shortcoming. As an intermediary between �rms and outside
stakeholders in the transmission and exchange of information, the media delivers the strategic information on corporate environmental governance to the
public. Consumers and the public often interact with �rms through the media, which is one of the legal sources for stakeholders to obtain information on
corporate �nance and social responsibility. At the same time, the media would re�ect the public’s demands and expectations to �rms. On the other hand, the
media undertakes social responsibility and the obligation of a supervisor or “watchdog” (Miller, 2006; Du, 2015). Through the selective reporting of corporate
news events (Brown & Deegan, 1998), the media can arouse public attention and pressure, change consumers’ cognition and attitude toward brands, and
in�uence corporate image and reputation (Zyglidopoulos et al., 2012; Jia, Tong, Viswanath, & Zhang, 2016).

Compared with corporate positive deeds, such as receiving commendations and honors, the media is more keen to report corporate negative news, such as
environmental pollution, �nancial fraud, and scandal, to gain high exposure and make huge pro�ts. As the Chinese proverb goes, “For evil news rides fast,
while good news baits later” (hao shi bu chu men huai shi chuan qian li in Chinese). Previous studies have found that media scrutiny promotes companies to
disclose environmental information and reduce environmental pollution (Tang & Tang, 2016). Therefore, as an informal system, the media can make up for
the de�ciency of formal systems, such as environmental regulation, and become an important force to scrutinize corporate environmental behaviors.

The above roles of the media entail that companies should pour attention into their image and reputation. In particular, the activities of listed and
multinational companies are more conspicuous and noticeable (Garcia-Sanchez, Cuadrado-Ballesteros, & Sepulveda, 2014). Their strategic actions are more
easily scrutinized by the media than other companies. Therefore, to avoid the risk and illegitimacy-penalty of negative news being publicized by the media
(Glozer & Morsing; 2020), organizations greatly concentrate on facilitating corporate social responsibility (CSR) activities related to the environment and
charity (Lindgreen, Swaen, & Johnston, 2008). Otherwise, the enormous amount of negative exposure in the press becomes a major crisis for companies. For
example, Shell, the oil giant, has responded to public concerns about the environment by proposing a “Net Zero Emissions” slogan, which has drawn intense
criticism in the press (Christensen et al., 2020). The media has reported that mining for oil would pollute the surrounding environment and damage the fragile
ecology. Hence, the slogan is evidently hypocritical and far from the actual business model. Similarly, BP’s reputation has been damaged by negative media
coverage for slogans that are incongruent with reality (Christensen et al., 2020). The media scrutiny and coverage expose hypocritical corporate strategies to
the public. Companies take huge risks to engage in hypocritical actions in the face of strict media scrutiny and rapid exposure (Delmas & Burbano, 2011).
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Once exposed, the damage to corporate image and reputation is immeasurable and even di�cult to repair. Well-known dairy companies Mengniu Milk and Yili
Milk have been involved in the milk powder scandal; since then, their reputations have been in a slump (Du, 2015). Despite the companies’ repeated attempts
to repair their brand value and image, they have di�culty escaping from the shadow of the melamine issue in recent years.

The media is like a magnifying glass that enlarges corporate strategic actions, which can improve legitimacy-bene�t or aggravate illegitimacy-penalty. Media
scrutiny can help investors analyze more clearly even if companies seem green and responsible. When the �rm is regarded as hypocritical by the media, media
scrutiny and propaganda will carry serious illegitimacy-penalty, thus resulting in an undesirable social impact. Public pressure will cause turbulence in the
capital market (Bednar, 2012). Therefore, scholars have advocated companies to implement sincere greening actions rather than hypocritical greenwashing
strategies (Morsing & Spence, 2019).

In sum, when companies face strong media scrutiny and legal threat, they will be more likely and encouraged to accomplish sincere green M&A actions as
much as possible to reduce environmental violations. We believe that if a �rm is located in an area with a high level of media development, the focal
organization will face stronger ability to supervise corporate hypocritical behavior between words and deeds. Such scrutiny raises the probability that
governments and the public will perceive hypocritical greenwashing, which will rigidly discipline corporate behaviors. Such results would lead �rms to exhibit
sincerity rather than engage in greenwashing. Hence, we predict the following:

Hypothesis 1

Media scrutiny strengthens the positive relationship between green M&A and corporate environmental governance.

State-owned Enterprise (SOE) and Strategic Inconsistency
An SOE is a specially operated and public service organization (Córdoba-Pachón, Garde-Sánchez, & Rodríguez-Bolívar, 2014). Speci�cally, the state has
ownership or control over the capital of such enterprise. In fact, the will and interests of the government determine the behaviors of SOEs. SOEs have both
commercial and commonweal characteristics (Heath & Norman, 2004; Cunningham, 2011). On the one hand, SOEs pursue the preservation and appreciation
of state-owned assets. On the other hand, SOEs bear the responsibility of regulating the national economy. SOEs are mainly used to solve the problems of
employment di�culties and unbalanced industrial development to promote the development of the national economy (Dewenter & Malatesta, 2001). Previous
studies have found that SOEs, as an important force of national economy, have a key impact on regional development and social practice (Spence,
Schmidpeter, & Habisch, 2003) and therefore deserve special attention (Córdoba-Pachón et al., 2014; Rodríguez-Bolívar, Garde-Sánchez, & López-Hernández,
2015).

In theory, SOEs should take the initiative to assume the responsibility and obligation for the environment and society. In addition, they should play their macro-
control role in maintaining social stability at the beginning of their establishment. However, the reality is not so. For example, Sinopec, a stated-owned oil and
gas giant in China, is a Fortune 500 company. It is famous not only for its remarkable pro�ts but also for its continuous environmental pollution incidents
(Eaton & Kostka, 2017). Frequent pipeline leakage and pollutant discharge have caused serious pollution to the surrounding environment and even led to the
death of residents. SOEs’ environmental pollution seems to be the norm rather than the exception contemporarily, especially in electricity, oil, and gas
industries (Moon & Shen, 2010; Eaton & Kostka, 2017). SOEs, in particular, have become major sources of pollution.

From the perspective of legitimacy-bene�t, SOEs’ natural political connections entail that they bene�t less from implementing greening actions. First, the
inherent status of SOEs gives them political legitimacy without effort (Li & Zhang, 2007). In other words, compared with private enterprises, SOEs do not need
to spend much time, money, and human resources to acquire and maintain political connections. The inherent political connections helps SOEs gain priority in
accessing vital governmental resources; thus, they do not need to win the attention of the government through social responsibility practices, such as issuing
social responsibility reports and implementing greening actions (Ma & Parish, 2006; Li & Zhang, 2007; Marquis & Qian, 2014). However, given the lack of
legitimacy, private enterprises regard legitimacy as a strategic need (Oliver & Holzinger, 2008) and take greening actions, such as green M&A, to cater the
government and the public. Previous studies believe that private enterprises obtain governmental communication channels and legitimacy through charitable
donations (Ma & Parish, 2006). Moreover, their returns from social responsibility are much high than those of SOEs (Wang & Qian, 2011; McGuinness, Vieito, &
Wang, 2017). Such legitimacy-bene�ts are already available to SOEs. However, no extra legitimacy-bene�ts are produced for SOEs from strenuous green M&A
activities.

Second, CEOs of SOEs generally have administrative levels and political backgrounds. Thus, they have no subjective incentives from engaging in green M&A.
Scholars consider that these CEOs are key factors in determining whether enterprises should undertake environmental and social responsibility (Pedersen,
2006). Moreover, these leaders have a high degree of discretion and decision-making power (Rodríguez-Bolívar et al., 2015). Therefore, their understanding and
commitment to green management decide corporate strategic actions in environmental governance (Williams & Schaefer, 2012). Indeed, before the Shanghai
and Shenzhen Stock Exchanges required the release of CSR reports, the managers of SOEs did not consider participating in social practices to release CSR
reports and adopting green management actions as their primary strategic tasks (Hu, Zhu, Tucker, & Hu, 2018). Even though CSR reports have been showing
an evident growth trend since 2008 (Luo, Wang, & Zhang, 2017), SOEs’ CSR actions have always been regarded as a kind of window dressing and
greenwashing behavior (Eaton & Kostka, 2017). Given that SOEs’ managers have higher social status and political background than private owners and
entrepreneurs, they may not have positive and strong motivations to implement social practices and greening actions (Chen, Hung, & Wang, 2018). Private
owners and entrepreneurs, by contrast, are eager to move closer to the government and shake off the stigma and discrimination from history (Marquis & Qian,
2014). As a result, we believe that SOEs’ CEOs can gain fewer legitimacy-bene�ts from social and environmental practices than private entrepreneurs. In sum,
SOEs’ participation in environmental actions, such as green M&A, have little legitimacy-bene�t.
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From the perspective of legitimacy-penalty, political connections can have a protective effect, thus making SOEs less likely to be severely punished for
polluting the environment. In terms of environmental protection, the research found that �rms could use political connections to seek refuge, which leads to
government deregulation (De Villiers, Naiker, & Van Staden, 2011). Under the protective effect, �rms avoid environmental responsibility and arbitrarily commit
environmental pollution, especially in SOEs (Van Rooij, Zhu, Na, & Wang, 2017). Thus, SOEs will not necessarily be punished for their hypocritical
greenwashing in environmental governance. Even if SOEs are punished by the environmental administration, the losses and legitimacy-penalty are little. The
complex administrative hierarchy in China could be a charter for unscrupulous greenwashing behaviors of SOEs, thus giving them the opportunity and ability
to evade regulations (Eaton & Kostka, 2017).

The reality is crammed full of such situations, especially in central SOEs. Managers of SOEs often have dual positions in the Party and the government, thus
leading to administrative levels higher than or equal to local o�cials (Walter & Howie, 2010). For instance, local o�cials in Shanxi province have no authority
over the high-level North China Grid Company and even fear that too much environmental pressure on them could lead to retaliatory blackouts in the region
(Eaton & Kostka, 2017). Evidently, the regulation of SOE is ineffective. The SOEs’ administrative-level problem has persisted throughout history (Walter &
Howie, 2010; Brødsgaard, 2012), which makes SOEs have close contact with senior o�cials (Lo & Tang, 2006), thus providing them with condition and shelter
to engage in greenwashing and pollute surroundings (Moon & Shen, 2010; Van Rooij et al., 2017; Chen et al., 2018).

In conclusion, we �nd that SOEs have natural political connections to offset legitimacy-bene�t and shelter illegitimacy-penalty. We consider the state-owned
status a kind of refuge for enterprises, which tend to engage in hypocritical greenwashing. Thus, we predict the following:

Hypothesis 2

State-owned enterprises (SOEs) weaken the positive relationship between green M&A and corporate environmental governance.

Method

Data and Sample
As we all know, the rapid development and modernization in China have bene�ted from the economic reform and opening up. In July 2008, the 30th
anniversary of China’s economic reform and opening up, the State Environmental Protection Administration (SEPA) was upgraded to the Ministry of
Environmental Protection and became a constituent part of the State Council. The transformation of the SEPA is a positive signal that China is beginning to
address the environmental problems that have accumulated over the past 30 years of the economic reform and opening up. Thus, our research is based on
samples of A-share listed heavy-polluting �rms in the Shanghai and Shenzhen Stock Exchanges from 2009 to 2017. According to the industry classi�cation of
the China Securities Regulatory Commission (CSRC), we de�ne the following industries as heavy-polluting �rms: thermal power, steel, cement, electrolytic
aluminum, coal, metallurgical, chemical, petrochemical, building materials, papermaking, brewing, pharmaceutical, fermentation, textile, leather, and mining
industries. Our data are mainly from the China Stock Market and Accounting Research Database (CSMAR) database, Wind database, and Chinese Research
Data Services Platform (CNRDS) database. CSMAR, Wind, and CNRDS are economic and �nancial research databases that are widely used by scholars in
combination with China’s national conditions (Greve & Zhang, 2017). The information on merger and acquisition are from the CSMAR database. To ensure
that the merger and acquisition of listed �rms are meaningful, we exclude samples with transaction values less than ¥1 million (Bereskin, Byun, O�cer, & Oh,
2018; Tong, Wang, & Xia, 2019; Li et al., 2020) or transaction failures (Li et al., 2020). The Wind database provides corporate basic information, �nancial
indicators, and corporate governance information of all listed �rms in China. The CNRDS database contains data related to corporate environmental pollution
and regional media development. After merging all the datasets, we �rst delete �rms with special treatment (ST). Then, we exclude the missing samples of
core control variables. Our �nal sample includes 3474 �rm-year observations between 2009 and 2017, which is an unbalanced panel dataset. To mitigate the
impact of outliers in variables, we winsorize the �rm-level variables at 1% and 99% (Li et al., 2020). The independent variables, moderators, and control
variables are lagged by one year (Tong et al., 2019), thus predicting corporate environmental pollution behaviors.

Dependent Variable
Our research concentrates on the impact of green M&A on corporate environmental behavior. To evaluate this effect, we select the corporate environmental
governance behavior as the dependent variable with reference to previous studies (Schnatterly, 2003; Mishina et al., 2010). Speci�cally, we believe that if
enterprises actively participate in environmental governance, they will reduce environmental violations. Thus, we measure whether �rms commit
environmental violation. On the basis of our de�nition, we conduct a binary variable, corporate environmental governance, which is coded as 0 for every year
that a �rm commits environmental violation and 1 otherwise. We construct dummy variables for measurement because underreported ratios and false
problems may occur in the statistics of corporate environmental violation behaviors. In addition, the actual amount of violation behaviors provided may be a
rough approximation. An accurate division of the amount and severity of corporate environmental violation is di�cult to make. Thus, selecting a binary
variable for measurement is more conservative and robust.

Independent Variable
According to previous studies, we de�ne green M&A as corporate mergers and acquisitions to obtain energy-saving and emission reduction technologies,
improve the environmental protection level, and transform �rms into low-pollution and low-energy industries (Li et al., 2020). On the basis of our de�nition, we
conduct a binary variable, green M&A, which is coded as 1 for every year that a �rm has implemented green mergers and acquisitions and 0 otherwise. To
summarize corporate green M&A actions, combined with the M&A samples previously downloaded from the CSMAR database, we manually download and
collect M&A announcements of listed �rms in Shanghai and Shenzhen Stock Exchanges. Then, we cross-compare information in the CSMAR database with
M&A announcements in which the CSMAR database is similar to that in the M&A announcements. Through data cross-checking and supplementation, we can
ensure the completeness and accuracy of M&A information. On the basis of data collation, we analyze the background and purpose of each listed �rm’s M&ALoading [MathJax]/jax/output/CommonHTML/fonts/TeX/fontdata.js
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actions, con�rm the business scope of the buyer and the target enterprise, and speculate the impact of M&A actions on the buyer to judge whether the
corporate M&A behavior is a corporate green M&A action.

Moderating Variables
In view of the current situation of media development in China, we use the Internet penetration rate to measure media scrutiny. Given that China has entered
the Internet era, traditional media, such as newspaper, radio, and television, have been absolutely impacted (Zhou, Ye, Lan, & Jiang, 2020). The Internet has
become the main channel for modern information communication and exchange and has been considered the fourth largest form of media. The development
trend of Internet media has even surpassed traditional media to become the dominant position in society, and the governance role of Internet news media has
been widely investigated by scholars (Borochin & Cu, 2018; Zhou et al., 2020). The high Internet penetration rate in a region provides fertile ground for vigorous
media development (Qin, Strömberg, & Wu, 2017). The explosive growth of new media has generated intensive attention and coverage on corporate strategic
actions, especially negative behaviors (Zhang & Su, 2015; Zhou et al., 2020). China has been reported to have had 940 million Internet users by June 2020,
which is equivalent to one �fth of the world’s total. Once the corporate hypocritical behavior is exposed, it is bound to bring extensive societal attention and
public pressure. Thus, �rms have to face the threat and challenge of legitimacy. In the Internet era, the public is able not only to receive and search for
information but also to spread and share their attitudes and opinions, thus forming an exponential spread of news. The Internet’s advantages, such as
convenience, speed, and universality, are incomparable with traditional media, which brings more media scrutiny to �rms. Therefore, we use the Internet
penetration rate of provinces in China for measurement.

An SOE refers to enterprise with state capital that accounts for a higher proportion in the total capital and is overseen by the state. Different from private
enterprises, SOEs represent the will and interests of the government and are owned or controlled by the state. On the basis of this de�nition, we conduct a
binary variable, SOE, which is coded as 1 if the controlling shareholders of the �rm are state-owned and 0 otherwise (Wang, Wijen, & Heugens, 2018; Li, 2020).

Control Variables
By referring to previous studies, we control for a set of control variables commonly considered to in�uence corporate environmental pollution behaviors
(Mishina et al., 2010; Du, 2015; Jia et al., 2016). Prior research shows that corporate �nancial performance in�uences the environmental behavior of �rms,
especially in heavily polluting industries, which choose to sacri�ce environmental performance for the growth of �nancial performance (Margolis & Walsh,
2003). This aspect indicates that �rms with good performance are more likely to be able to participate in environmental protection practices and reduce
environmental pollution behaviors. Therefore, we control for �rm pro�tability, which is measured as the return on assets (Wang & Qian, 2011; Zhang, Marquis,
& Qiao, 2016) and leverage, which is calculated as the annual asset-liability ratio (Jia, Xiang, & Zhang, 2019; Li et al., 2020). Larger �rms usually have better
�nancial performance. Moreover, previous studies have found that �rm size might affect corporate social performance, such as environmental disclosure
(Reid & Toffel, 2009; Lewis, Walls, & Dowell, 2014; Carlos & Lewis, 2018) and prosocial slogans (McDonnell & King, 2013; Carlos & Lewis, 2018). Thus, we add
�rm size, which is calculated as the natural logarithm of the assets (Chen & Chen, 2013; Li et al., 2020). We also include board size, which is measured as the
natural logarithm of the number of directors (Jia et al., 2019) and employee size, which is measured as the natural logarithm of the number of employee (Cai,
Fang, & Xu, 2011). The duration of a �rm’s existence in the Shanghai and Shenzhen Stock Exchanges in�uences its behavioral decisions. The research
believes that younger �rms generally have new thinking and vitality and are more likely to accept CSR in the new era, including environmental protection, than
old �rms (Marquis & Qian, 2014). Thus, we control for �rm age, which is measured as the number of years since the �rm was listed on the Shanghai and
Shenzhen Stock Exchanges (Luo et al., 2017; Jia et al., 2019). Given the differences between listed �rms in the Shanghai and Shenzhen Stock Exchanges, their
environmental behaviors may also be affected. Therefore, we control for a binary variable, market, which is coded as 1 for �rms listed on the Shanghai Stock
Exchange and 0 for �rms listed on the Shenzhen Stock Exchange (Luo et al., 2017). Furthermore, we include board independence, which is calculated as the
ratio of the number of independent directors divided by the total number of directors. This variable would have a connection with the decision-making and
governance quality of the TMT (Dalton, Hitt, Certo, & Dalton, 2007), which, in turn, affect corporate attitudes toward environmental governance. To control for
the time trend, we include year as a dummy variable. Finally, we create dummy variables to control for heavy-polluting �rm industry in accordance with the
industry classi�cation of the CSRC. Table 1 provides de�nitions of all variables.
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Table 1
De�nition of Variables

Variables Description

Corporate environmental governance (CEG) Coded as 0 for every year that a �rm commit environmental violation and 1 otherwise

Green M&A Coded as 1 for every year that �rm has implemented green mergers and acquisitions and 0 otherwise

Media scrutiny Internet penetration rate of provinces for every year in China

SOE Coded as 1 that controlling shareholders of the �rm is state-owned and 0 otherwise

Firm pro�tability Return on assets (ROA)

Leverage Total liabilities scaled by total assets

Firm age The numbers of years since �rm listed on the Shanghai and Shenzhen Stock markets

Market Coded as 1 that �rms listed on Shanghai Stock Market and 0 that �rms listed on Shenzhen Stock Market

Firm size The natural logarithm of total assets

Employee size The natural logarithm of the number of employee

Board independence The ratio of the number of independent directors divided by the total number of directors

Board size The natural logarithm of the number of directors

Estimation Method
To test the baseline hypothesis, we establish the following regression model to predict the impact of green M&A on corporate environmental governance
(CEG).

CEGt = β0 + β1greenM\& At−1 + β2Xt−1 + εt−1

1,
where CEG equals 0 if the focal �rm commits environmental violations in �scal year t and 1 otherwise. According to the baseline hypothesis, we predict that 
β1 is positive. In addition, X is a vector of control variables, and ϵ is an error term.

To test hypothesis 1 and hypothesis 2, we apply the following regression model to estimate the moderating effect.

CEGt = β0 + β1greenM\& At−1 + β2MVst−1 + β3greenM\& A × MVst−1 + β4Xt−1 + εt−1

2,
where MVs represent media scrutiny and SOE. We use interaction to examine hypothesis 1 and hypothesis 2. According to hypothesis 1, we predict that the
coe�cient of interaction is positive. Moreover, the coe�cient of the interaction is negative in accordance with hypothesis 2. X is a vector of control variables,
and ϵ is an error term. We use STATA 15.1 to run our empirical analysis.

Results
Table 2 provides descriptive statistics and correlations for all variables. The mean of green M&A suggests that approximately 3% of the �rm-year samples are
involved in green M&A. The mean of CEG indicates that approximately 77% of the �rm-year samples reduce environmental violation. The mean of media
scrutiny is 0.57, the minimum is 0.24, and the maximum is 0.8. These values are consistent with the rapid development of the Internet in China in recent years.
The mean of SOE shows that approximately 61% of the samples have natural political connections and that nearly half of the samples are not state-owned,
thus indicating that the state-owned status is a relatively scarce resource for listed �rms. This outcome suggests that SOEs have inherent political advantages
compared with other listed �rms, such as private enterprises. The correlation of the above variables are all less than 0.4, thus signifying that no
multicollinearity exists among the variables.
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Table 2
Descriptive Statistics and Correlation Statistics

  Mean S.D. Min. p50. Max. 1 2 3 4 5 6 7 8 9 10 11 12

1. CEG 0.77 0.42 0 0 1 1                      

2. green M&A 0.03 0.18 0 0 1 0.02 1                    

3. media
scrutiny

0.57 0.16 0.24 0.59 0.80 -0.08 -0.11 1                  

4. SOE 0.61 0.49 0 1 1 0.17 0.07 -0.10 1                

5. �rm
pro�tability

0.07 0.06 -0.08 0.06 0.29 0.14 -0.02 -0.17 -0.04 1              

6. leverage 0.47 0.19 0.06 0.49 0.87 -0.11 -0.02 0.24 -0.07 -0.35 1            

7. �rm age 10.54 5.77 0 11 26 0.00 0.03 0.31 0.04 -0.17 0.26 1          

8. market 0.57 0.49 0 1 1 0.01 -0.09 0.26 0.06 -0.15 0.26 0.21 1        

9. �rm size 22.79 1.42 18.27 22.62 28.51 -0.11 -0.02 0.28 0.11 -0.03 0.47 0.27 0.17 1      

10. employee
size

8.48 1.32 3.37 8.40 13.22 -0.06 -0.05 0.20 0.01 0.01 0.38 0.17 0.12 0.80 1    

11. board
independence

0.37 0.06 0 0.33 0.71 0.07 0.03 0.01 0.03 -0.00 -0.00 -0.01 -0.01 0.08 0.08 1  

12. board
size

2.33 0.18 1.79 2.30 2.94 0.01 -0.08 0.24 -0.10 -0.01 0.20 0.06 0.14 0.27 0.26 -0.29 1

Table 3 provides the test results for our main hypotheses. Model 1 includes the control variables. In model 2, we add the moderating variables media scrutiny
and SOE. Then, we add the independent variable green M&A in model 3. In model 4, we include the interaction terms between green M&A and media scrutiny.
Similarly, we include the interaction terms between green M&A and SOE in model 5. Model 6 is the full model with all the variables and interaction terms. The
baseline hypothesis predicts that green M&A �rm is more likely to engage in corporate environmental governance. As demonstrated in model 3, green M&A
has a positive and signi�cant relationship with CEG (β = 0.22, p < 0.01), which supports our baseline hypothesis. Hypothesis 1 argues that media scrutiny
strengthens the positive relationship between green M&A and corporate environmental governance. As shown in model 4, the interaction term between green
M&A and media scrutiny is positive and signi�cant (β = 0.06, p < 0.1). Meanwhile, hypothesis 2 suggests that SOE weakens the positive relationship between
green M&A and corporate environmental governance. In model 5, the interaction term between green M&A and SOE is negative and signi�cant (β=−0.52, p < 
0.01). In conclusion, the empirical tests support hypothesis 1 and hypothesis 2.
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Table 3
Results of main analyses: predicting corporate environmental governance

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

�rm pro�tability 0.86*** 0.83*** 0.82*** 0.77*** 0.88*** 0.82***

  (0.12) (0.12) (0.12) (0.12) (0.11) (0.12)

leverage -0.16*** -0.10** -0.11** -0.18*** -0.11** -0.11**

  (0.05) (0.04) (0.04) (0.05) (0.04) (0.04)

�rm age 0.00*** 0.01*** 0.01*** 0.00*** 0.00*** 0.01***

  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

market 0.02 0.01 0.02 0.04** 0.01 0.02

  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

�rm size -0.08*** -0.10*** -0.10*** -0.08*** -0.10*** -0.10***

  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

employee size 0.07*** 0.08*** 0.08*** 0.07*** 0.08*** 0.08***

  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

board independence 0.65*** 0.71*** 0.69*** 0.66*** 0.66*** 0.69***

  (0.11) (0.11) (0.11) (0.11) (0.11) (0.11)

board size 0.06 0.12*** 0.12*** 0.09* 0.10** 0.12***

  (0.05) (0.04) (0.04) (0.05) (0.04) (0.04)

media scrutiny   -0.06*** -0.05*** -0.07***   -0.05***

    (0.01) (0.01) (0.02)   (0.01)

SOE   0.58*** 0.58***   0.60*** 0.59***

    (0.04) (0.04)   (0.05) (0.05)

green M&A     0.22*** 0.21*** 0.56*** 0.52***

      (0.02) (0.03) (0.08) (0.08)

green M&A×media scrutiny     0.06*   0.05*

        (0.04)   (0.04)

green M&A×SOE         -0.52*** -0.51***

          (0.12) (0.12)

Year Yes Yes Yes Yes Yes Yes

Industry Yes Yes Yes Yes Yes Yes

Constant 1.54*** 1.37*** 1.36*** 1.42*** 1.44*** 1.36***

  (0.19) (0.18) (0.18) (0.19) (0.18) (0.18)

N 3474 3474 3474 3474 3474 3474

R2 0.103 0.149 0.156 0.117 0.155 0.157

adj. R2 0.099 0.144 0.151 0.112 0.149 0.152

Standard errors in parentheses

* p < .1, ** p < 0.05, *** p < 0.01

We display the interaction effects in �gures. To study the validity of the moderating effects further, we plot the interaction effects of media scrutiny and SOE
for the relationship between green M&A and CEG in accordance with the results from model 4 and model 5. In Fig. 1, we �nd that �rms with high media
scrutiny are more likely to engage in environmental governance when participating in green M&A. Consistent with our prediction, we �nd that SOEs are less
likely to engage in environmental governance after participating in green M&A than non-SOEs in Fig. 2.
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Robustness Checks
To evaluate the impact of green M&A on corporate environmental governance, we must consider the endogeneity of green M&A. To address reverse causality
and self-selection bias, we test our hypotheses using propensity score matching (PSM) (Rosenbaum & Rubin, 1983). First, we use the probit model to estimate
the probability of all samples participating in green M&A actions. Then, we use nearest neighbors without replacement to match the treated group (green M&A)
with the untreated group (non-green M&A) year by year. After matching, we obtain a PSM sample of 354 �rm-years, among which 177 are green M&A �rm-
years and 177 are non-green M&A �rm-years. Table 4 shows the regression results of PSM. In conclusion, the results of robustness checks are consistent with
the main results of prior tests.
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Table 4
Results of PSM

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

�rm pro�tability 0.47** 0.42* 0.43** 0.40* 0.45** 0.39*

  (0.22) (0.21) (0.21) (0.21) (0.22) (0.20)

leverage -0.12 -0.13 -0.17** -0.18** -0.17** -0.17**

  (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)

�rm age 0.00 0.00 0.00 0.00 0.00 0.00

  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

market -0.03 -0.02 -0.00 -0.01 -0.01 -0.01

  (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

�rm size -0.04** -0.04** -0.03** -0.03* -0.03** -0.03**

  (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

employee size 0.01 0.01 0.01 0.01 0.01 0.01

  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

board independence 0.38* 0.40* 0.27 0.23 0.24 0.24

  (0.21) (0.21) (0.20) (0.20) (0.20) (0.20)

board size -0.01 -0.01 -0.01 -0.02 -0.04 -0.03

  (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)

media scrutiny   -0.04 -0.03 -0.07   -0.06

    (0.03) (0.03) (0.05)   (0.05)

SOE   0.20** 0.18*   0.39** 0.38**

    (0.10) (0.10)   (0.17) (0.17)

green M&A     0.10*** 0.07** 0.37*** 0.32***

      (0.03) (0.03) (0.13) (0.12)

green M&A×media scrutiny     0.08*   0.08*

        (0.04)   (0.04)

green M&A×SOE         -0.40** -0.39**

          (0.18) (0.18)

Year Yes Yes Yes Yes Yes Yes

Industry Yes Yes Yes Yes Yes Yes

Constant 1.64*** 1.55*** 1.44*** 1.45*** 1.36*** 1.33***

  (0.35) (0.35) (0.33) (0.33) (0.33) (0.34)

N 354 354 354 354 354 354

R2 0.396 0.409 0.437 0.435 0.444 0.450

adj. R2 0.346 0.356 0.385 0.382 0.393 0.395

Standard errors in parentheses

* p < .1, ** p < 0.05, *** p < 0.01

Discussion And Conclusion
With the transformation of China’s economic development, �rms adopt various social responsibility practices and green management activities to establish a
responsible corporate image and cultivate positive perceptions among stakeholders. At the same time, the Chinese government has promulgated a series of
green policies and measures to promote enterprises to engage in green investment or transformation activities, such as green M&A actions. However, in reality,
some green M&A enterprises still pollute the environment, thus attracting our attention. This interesting phenomenon makes the public doubt whether green
management activities, such as green M&A, can encourage �rms to engage in environmental governance to reduce environmental pollution and violations. To
address this issue, we identity that green M&A �rms are more likely to engage in environmental governance to reduce environmental violations from theLoading [MathJax]/jax/output/CommonHTML/fonts/TeX/fontdata.js
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perspectives of legitimacy-bene�t and illegitimacy-penalty. More importantly, we discuss the conditions under which enterprises would regard green M&A as a
sincere greening action rather than a hypocritical greenwashing, thus explaining why some green M&A enterprises still commit environmental violations.

Central to our theory is the notion that �rms will engage in sincere greening actions and green M&A activities rather than hypocritical greenwashing to gain
legitimacy-bene�t and avoid illegitimacy-penalty. On the basis of institutional theory and corporate environmental governance literature, we clarify the reasons
and conditions for enterprises to choose strategic consistency in environmental governance. Speci�cally, we �nd that media scrutiny has a double
ampli�cation effect that ampli�es the legitimacy-bene�t and illegitimacy-penalty at the same time. Thus, �rms in localities with greater media scrutiny are
more likely to have sincere substantive response to environmental governance. Conversely, SOEs weaken it given that SOEs have natural political connections
to offset legitimacy-bene�t and shelter illegitimacy-penalty.

To test our theory, we examine the green M&A activities of A-share listed heavy-polluting �rms in Shanghai and Shenzhen Stock Exchanges from 2009 to
2017. Consistent with our inferences, we prove that green M&A can indeed reduce environmental violations. In areas where media scrutiny is intense, strong
social attention and public pressure increase the risk of �rms being perceived as hypocritical. In contrast, the natural political connections of SOEs provide
shelter for these organizations. In both factors, media scrutiny enhances the likelihood of legitimacy-bene�t and the risk of illegitimacy-penalty. However, SOEs
offset the legitimacy-bene�t and reduce illegitimacy-penalty. Thus, these factors lead to two opposite moderating effects under different conditions.
Nevertheless, studies complement and expand the literature of institutional theory and corporate environmental governance.

On the one hand, our conclusions deepen the understanding of legitimacy and expand institutional theory. In the past, organizational scholars believed that
�rms would engage in various strategic activities to meet the requirements and expectations of stakeholders to gain legitimacy. From the perspective of
legitimacy-bene�t and illegitimacy-penalty, we illustrate the conditions in which �rms select strategic consistency to respond to environmental pressure. By
analyzing the relationship between green M&A and corporate environmental governance, we clarify the legitimacy-bene�t and illegitimacy-penalty. Then, we
compare the legitimacy-bene�t and illegitimacy-penalty and determine whether �rms will make different choices rather than blindly greening or greenwashing
under different conditions. When both the legitimacy-bene�t and illegitimacy-penalty increase, the �rm will tend to take sincere strategic consistency actions.
When they decrease, the �rm’s motivation to implement the greening actions will weaken. In conclusion, we note that organizational strategic consistency
actions are not always related to the legitimacy obtained. However, they are associated with legitimacy-bene�t and illegitimacy-penalty.

On the other hand, as a form of corporate environmental governance, our �ndings shed light on the effect of green M&A. We believe that green M&A has
important strategic signi�cance for corporate green transformation and transition. Different from the previous symbolic greenwashing actions, green M&A can
indeed reduce environmental violations. We directly prove that green M&A is an environmental strategy with practical signi�cance for heavy-polluting Chinese
�rms. In view of the severe environmental pollution in China, green M&A is one of the best ways for �rms to survive and transform in accordance with the
harmonious society. First, for �rms, green M&A plays an active role in practical management. It not only helps enterprises to obtain technologies and resources
for green development and improve the possibility of green transformation, but it also avoids illegitimacy-penalty while earning the recognition of stakeholders
to obtain legitimacy-bene�t. Second, it has some policy implications for the government. Compared with mandatory punitive measures, green M&A is a
market-oriented method. The government can take measures, such as subsidies, exemptions, and incentives, to encourage �rms to make green M&A actions.
This approach contributes to achieving mutual bene�t and win-win progress between �rms and the government.

Our research also has some limitations, which may offer directions for future study. First, we take the green M&A and environmental behavior of Chinese
enterprises as the research background. Our conclusion may be applied to other developing countries in transition and emerging economies. However, it may
not be applicable to mature markets, such as Europe and America. Therefore, in the future, we can compare the differences of institutional environment
between various economies for research. Second, our moderating variables represent the situation in which legitimacy-bene�t and illegitimacy-penalty
increase or decrease at the same time. We have not paid attention to the situation in which one side increases and the other decreases. On this basis,
subsequent research can develop the moderating variables to discuss their impact on corporate environmental behavior. Finally, we have made an empirical
analysis of corporate environmental behavior from the quantitative perspective, which does not involve qualitative research. For example, the executives’
characteristics of listed companies have key impacts on corporate environmental behavior. In the future, we can make a qualitative analysis through
questionnaires, interviews, case studies, and other qualitative methods to summarize the impact of micro-factors.
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