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ABSTRACT

With the fast development of economies, mergers and acquisitions are the new

transaction forms are emerging in the process of economic development. Compared to

more advanced countries, whose M&A trip began in 1897, Chinese overseas M&A

trip had a late start and began in the 1980s. Since the financial crisis, Chinese

enterprises have been getting a great opportunity to surge in overseas mergers and

acquisitions trip. This is due to a great number of enterprises facing financial

problems in developed countries. However, due to many reasons a great number of

mergers and acquisitions can’t be completed. The article investigates 14 related

factors at various levels which determine the probability of completion of Chinese

enterprises overseas M&A deals. The article collects data from Thomson Financial

Merger and Acquisition Database between 2001-2012, and according to the empirical

studies, the results are shown that only a portion of mergers and acquisitions deals can
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be completed. This study analyses the relationship between the related factors from

various levels which can be written as determinants for completion of Chinese

enterprise overseas merger and acquisition. Furthermore, the paper covers 494

independent variables with the logistic regression method to research the each

variable in the model. It can get the conclusion that only two independent variables

from country level have significant positive effect on the completion of M&A

attempts. Other twelve independent variables don’t have the effect on the completion

of M&A attempts.

Key words: determinants, completion, mergers and acquisitions
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CHAPTER 1

INTRODUCTION

1.1 Background of the Research

With the fast development of market economies, many corporations are using

new and emerging transaction forms in a quickly developing economy. At the end of

19 century, merger and acquisition (hereafter, M&A) became the two new forms of

corporate transaction that emerged and gradually developed. The first merger and

acquisition is emerging in year of 1880, and with the enormous increasing in the

numbers of inter corporation transaction, merger and acquisition became the common

form in the procedure of corporate concentration.

In the past several hundred years, there are five great merger and acquisition

waves in the 19th , 20th and 21st centuries around the world. The first M&A waves is

starting in the 1890s which emerging in the US. In the period of first waves, the M&A

deals are mostly focus on the horizontal deals which involving transportation, railroad

industries etc. The second period of M&A waves is expanding from only horizontal

deals to vertical transactions, and there is a great number deals in vertical

manufacturing automobile industry. Through the great development of M&A in

advanced countries, the economy of advanced countries get a significant increasing.

In the third wave between 1965 and 1969, a new M&A types appears in this period,

the small firms combine together to become the conglomerate. The main reason of



2

combination is decreasing the competitive and operating risks. The fourth wave is

back to core-business during the period of 1984-1989, the main type is using leverage

to operate. The fifth wave is cross-border M&A during recent period, and this wave is

the main point of the article.

Table 1 Background of M&ADeals

M&Awaves Period Classifications
First wave 1880-1904 Horizontal M&A
Second wave 1916-1929 Vertical M&A
Third wave 1965-1969 Conglomerate M&A
Fourth wave 1984-1989 LBO (leveraged buyout)
Fifth wave 1993-2000 Cross-border M&A

(Source: Merger Market, 2000.)

China has experienced an increasingly economic growth since the economy

reform in 1978 and the growth rate of gross domestic product (GDP) kept a high level

in more than 30 years. Based on such development of China, one of the most

important signs is Chinese enterprises began to seek the opportunity in overseas

merger and acquisition .

Compared to the advanced countries in which the M&A trip began in 1880,

Chinese enterprises overseas M&A trip was a late start which was began in the 1980s,

with most of the target enterprises located in the Hong Kong, United State and United

Kingdom. At the beginning process of Chinese enterprises overseas M&A, only

Chinese state-owned enterprises with large financial resources entered the global

M&Amarket to search for new sources of growth. State-owned enterprises caused the

first wave in overseas M&A, and mostly focus on natural resource asset such as
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mining, oil in emerging market countries. For example, in December of 1992,

Shougang Group purchased a 98.4% stake of Hierro Peru Co to operate and achieved

the access right of all mineral resources within the mining area of 670.7 square

kilometers. This is a great success case for Chinese enterprises in the beginning period

of overseas M&A.

With the fast development of the economy, Chinese economy experienced a

rapid growth which give Chinese privately and collectively owned enterprises a great

chance to expand overseas. According to the statistic data that the deal size of Chinese

privately and collectively owned enterprises is comparable with the state-owned

enterprises. Since the occurrence of 2008 financial crisis, some well-known

enterprises of developed countries faced difficulties in surviving, this phenomenon

gave Chinese enterprises a great opportunity to promote them to undergo

unprecedented development, scale and influence. According to the national official

website, the total volume of the M&A keep instantly increasing over the recent period.

From the recent report by the Merger market Group that the total volume of overseas

M&A of Chinese enterprises reaches $128.7 billion by the end of August in 2016,

ranking first in the world. In addition, industries as diverse from natural resources as

to high technology and service industry, the Chinese enterprises not only focus on the

control of natural resources but also pay attention to technology-orientation industries

including internet, mobile phone. There are more than two hundreds countries around

the world, but based on the range of M&A cases, the targeting country are mainly
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around fifty countries, and the targeting countries are mostly developed countries, like

United States and Singapore etc.

Figure 1Merger &Acquisition China Abroad (Source: Merger Market, 2016)

However, it can be said that Chinese enterprise overseas M&A results are not

satisfactory. Especially in the first period of M&A, Chinese enterprises suffered a

great number of failure due to many different aspects. It causes a number of

announced M&A transactions to be uncompleted.

1.2 Statement of the Problem

According to the historical database, China has M&A deals in 81 countries

around the world. In the process of beginning period, the acquiring enterprises are

mostly state-owned enterprises (hereafter, SOEs) that surging in the M&A trip, and

SOEs preferred to choose the natural resource industries as the main targeting

enterprises. This kind of behaviors caused a lot of anxious problems by the host

governments. These problems can be classified as country-specific, industry-specific,
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firm-specific levels. The problem of country-specific level is the problem caused by

the country-specific level, political risk is a great concern in the M&A attempts and

this risk is caused by level of country-specific, the study will use institutional quality

as a measure of political risk in the level of country-specific. The problem of

industry-specific level is the problem caused by the industry-specific level, different

industries have various influence on the completion of Chinese enterprises overseas

M&A. The problem of firm-specific level is the problem caused by the firm-specific

level, the ownership of the enterprises is the main concerns of level of firm-specific.

Institutions are the rules of the game in a society. In this perspective, institutional

quality is the related factor to measure the country-specific level problem. In recent

years, there is a misunderstanding of overseas M&A for many Chinese enterprises. In

their opinions, most of Chinese enterprises just follow the management methods

which always be utilized in China. At the same time, acquiring enterprises always

ignore the local culture and political risk of host countries which gave rise to the

conflict between acquirers and targeting enterprises, and also led to the incompletion

of M&A attempts. Many Chinese enterprises just follow the trends to expand overseas

blindly, don’t research and analyze enough information about the institutional distance

between home and host countries, this phenomenon causes high uncertainty in the

process of M&A deals.
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The industry-specific level problem include low-percentage M&A completion in

the sensitive industries between the home countries and the host countries. Political

concerns affect these sensitive industries more than financial or economic concerns

from the perspective of host countries. In practice, private benefits of host countries

are always considered as the first sector, such as the local government or organization

protect the interests of local firm, give local firm more and more supporting from the

policy, financing. Due to the Chinese special Communist political system, the

developed countries always have more strict limitations on the consideration of

Chinese enterprises M&A bids. Especially, some Chinese acquiring enterprises focus

on seeking natural resources. For example, China Nonferrous Metal Mining Group

bid for Australia’s rare earths mining company- Lynas. Due to the political pressures

from local government, the bid ended up being rejected.

The types of ownership is considered as a firm-specific level constraint, the

ownership can be classified as state-owned enterprises and other ownership types. The

article only focuses on the state owned enterprises to sharply distinguish the

ownership types. It is widely regarded as the Chinese enterprises have the political

supporting from the governments, this means that Chinese bidders may achieve the

goals not only depending on themselves but also by the help of the government. Such

phenomenon is considered as a great threat by hosting countries, which will cause the

insecurity in infrastructures and natural resources of hosting countries.
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1.3 Significance of the Study

The article focuses on the analysis of determinants of completion of Chinese

enterprises overseas M&A. It basically depends on the various levels which including

country-specific, industry-specific and firm-specific levels. The acquiring enterprises

can benefit from such analysis. In the process of Chinese enterprises overseas M&A,

acquiring enterprises may have the various problems in the dealings. The acquiring

enterprises can emphasize the determinants which contributes to the success of the

M&A. This study can provide a great guideline to complete the M&A deals.

1.4 Research Objectives

To investigate the determinants which affect the completion of overseas M&As

for Chinese enterprises.

To provide suggestions to help increase the completion percentage rate during

the dealing period.

1.5 Research Questions

1. What are the country-specific factors which determine the completion of

Chinese enterprises overseas M&A?

2. What are the industry-specific factors which determine the completion of

Chinese enterprises overseas M&A?
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3. What are the firm-specific factors which determine the completion of Chinese

enterprises overseas M&A?

1.6 Expected Benefits

From this research, the determinants of completion of Chinese enterprises

overseas M&A will be found through the use of empirical analysis. There are many

Chinese enterprises or organizations which intend to expand overseas can get the

benefit from the findings of this paper. After the study of this research, the enterprises

or organizations focus on the related determinants when they are in the process of

overseas M&A.

This study provides a deep insight into the determinants of the completion of

Chinese enterprises overseas M&A. Thus the acquiring enterprises can make a better

understanding and take a appropriate decision based on the conclusion of this paper.

From this research, the enterprises or organizations can get the useful information to

increase the completion percentage during the dealing period.

1.7 Operational Definition

Merger and Acquisition: it is a general term describes the consolidation between

acquiring and targeting enterprises which includes many aspects, such as real estates,

stock ownership etc. Merger and Acquisition can restructure the separate enterprises.

Merger is a combination of two separate enterprises which will create a new form
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enterprise. Acquisition means the purchasing action between two separate enterprises,

it means one enterprise purchases another enterprise, at the same time, keeping the

same enterprise form. Merger and acquisition can be classified as at least three types,

which means vertical, horizontal and combination of both in merger and acquisition

attempts. The vertical merger and acquisition indicates the two or more enterprises

operate at various levels in the same industry. The horizontal merger and acquisition

means the deal occurs in the same industry, in the purpose of gaining greater market

shares, or enhancing the competitive power. Our study intends to focus on all types of

merger and acquisition deals. In the process of merger and acquisition attempts, if the

acquiring and targeting enterprises are in different types, the industry classification

will be determined by targeting industry classification.

Completion of Mergers and Acquisitions: the completion of M&A deals means the

finish of M&A transactions, including two aspects: (1)the completion of payment

from acquiring to targeting enterprises, (2)ownership of the enterprises have being

passed to the targeting enterprises. From the related data below which finished the

M&A attempts, the study can find that the completion of M&A attempts is almost less

than a specific period, and according to the announced date and effective date, this

specific period is always less than one year. Depends on the related period, it is

showing that the data is coming from CV Sources and Thomson One Bank between

2001 and 2012, the M&A attempts status which are still pending during this period,
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the time from such period to this year is at least more than 4 years, so the article will

make pending status as the uncompletion result during such period.

SIC code: the full name is Standard Industrial Classification code. This four- digit

code was designated by the United Stated government in 1937 to make sure the

business industries classification of business establishment can be identified. The data

of this classification was collected from various organizations and federal

governments and the classification covers all range of economic activities. The SIC

code is determined by the targeting industry in the article to make sure the industry

classification easier.

Country-specific level: it means the determinants of completion of Chinese

enterprises overseas M&A which will be affected base on the distance between

countries. The political distance indicates the difference of political system or

institutional constraints between home and host countries. The country-specific level

distance causes the great uncertainty in the process of M&A deals. From the

perspective of country level, there are 12 independent variables under ICRG to

analyze the completion result.

Industry-specific level: it means the determinants of completion of Chinese

enterprises overseas M&A which will be influenced base on the distance between the

different industries. The different sensitive industries have various potential influences

on the national security of country. This means the various sensitive industries can
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greatly causes the various concerns in the host countries. In this article, industry

classification is from the standard industry classification.

Firm-specific level: it means the determinants of completion of Chinese enterprises

overseas M&A which will be affected base on the distance between firms. The

ownership of enterprises is the main concern of the firm-specific level. The enterprise

which has government background is different with other sorts of enterprises.

State-owned enterprises, private owned enterprises and wholly owned enterprises are

all types of enterprises.
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CHAPTER 2

LITERATURE REVIEW

2.1 Related Literature/Theories

2.1.1 The Country-specific Level

Nan Hu, Yun(Ivy) Zhang and Songtao Tan (2016) centered the two of

determinants of Chinese enterprises overseas M&A which are definitely country

specific key determinants, industry preference and currency appreciation. At the

industry preference level, the researchers found that source-related enterprises prefer

to choose the host country’s natural resources to achieve the goals of national strategy,

and would cause the special political treatments from the host countries. International,

national source-related security is the first aim for each country, this industry

preference would cause the host country to worry about the intentions of Chinese

enterprises and the national interests. For the second sector currency appreciation, the

article explored the appreciation of RMB (Chinese money) during such three decades.

Since the reform of exchange rate system in 2005, the exchange rate of RMB was to

cause a huge floating compared with the last decade. This article also finds that the

appreciation of RMB has a great effect on national wealth including the short and

long term. Furthermore, the appreciation of RMB also has a huge effect on the

acquirers themselves, it can decrease the cost of capitals in home country.
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Jianhong Zhang, Chaohong Zhou and Haico Ebbers (2011) explored the factors

from the institutional perspective to affect the completion of Chinese enterprises

international acquisitions activities. The study focus on the institutional restrictions

and institutional quality for the host countries, it indicates that when the acquisitions

activity be regarded as a threat to host country, this kind of acquisitions will be

canceled by the local government, the effect also for the related industry which affects

the national security like source-related industry. From the perspective of the article,

the institutional pressure made a great effect on the Chinese enterprises overseas

acquisitions. The hypothesis was given that the host country’s institutional quality has

positive relationship with the completion of acquisition deal. The study quoted 1324

Chinese overseas M&A deals between 1982 and 2009 to study the above viewpoint.

After completing the regression equation, the hypothesis can be fully confirmed, it

can be said institutional quality has positive and significant influence in the

completion of acquisition deals.

Md. Mahadi Hasan, Yusnidah Ibrahim and Md. Mohan Uddin (2016) explore the

factors which have influences on the firm performance in the perspective of

institutional distance. The article aims to identify the institutional gaps according to

the previous study which highlight the ten related institutional distance factors in this

article. This study focuses on the influence on the firm’s performance of institutional

distance factors which from the institutional-based view. There are two hypothesis

from the aspects of institutional distance, the first one is formal institutional distance
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can give a positive influence on the performance of enterprises cross-border M&As,

which including many aspects such as administration, laws etc. The other one is

informal institutional distance which including the knowledge, geographic makes a

negative effect on the performance of enterprises cross-border M&As. Using the

“CAGE” model (cultural, administrative, geographical and economic distance) which

was created by North (1990) and based on the theory of institutional to analyze the

distance between home and host countries. In addition to the above several aspects,

the study add the infrastructure distance in the model. In the last, this article get the

conclusions that the enterprises prefer to choose the better infrastructure in place to

lower the cost of operation.

Isabel Feito-Ruiza, Ana I. Fernándezb and Susana Menéndez-Requejob (2014)

aim to analyze the decision of acquiring attempts in different political and institutional

environments. The focus of this study is the unlisted enterprises other than the listed

enterprises in both US and Europe. From the perspective of researchers, they suppose

Managerial Opportunism and Information Asymmetry as the main determinants of the

acquiring attempts. Managerial Opportunism is estimated on the basic variables in the

logit model: size of acquiring firm, cash inflow and outflow, market-to-book ratio and

method of payment. For the information asymmetry, it is likely to measure like the

size of enterprises and attribution of enterprises depending on the legal and

institutional environment. The study searched the data announced by European Union

(hereafter EU) during the certain period around from January 2002 to December 2007.
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After the analysis of above data using the logit model, the study get the conclusion

that managerial opportunism is a determinant of the acquisition of listed firms,

occurring with greater probability in somewhere or countries where provide less

protection to shareholder. Information asymmetry is also a relevant determinant that

causes the acquisition of unlisted firms. As a country is less developed in capital

market, the acquisition is more likely to happen.

Dechun Huang and Aiping Shi aim to analyze the restriction factors in the

process of overseas M&A by Chinese enterprises. From the country-specific level,

cultural integration and policy are the main restriction factors to complete the M&A

attempts. Cultural integration is a very critical factor of completion between home

culture and host culture. Due to Chinese enterprises are lacking of the sufficient

knowledge of cultural background in the host countries, this phenomenon lead to a

great number of M&A deals failure. Policy is another critical factor in the process of

M&A attempts, the difference of political system between China and western

enterprises leads to the misunderstanding in many aspects such as human rights. One

example is Rio Tinto case rejection in Australia. From the industry-specific industry,

human resource as one factor to measure the completion of M&A attempts. As we all

know, professional ability has significance influence on the management of

enterprises. Some managers have many experiences in basic overseas business

transaction, but don’t know the local language and some of them are unfamiliar with

the local laws and rules. There is a failure example because of the communication
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problem between China and Korea. In the process of SAIC acquiring Ssangyong case,

at first due to the language problem-Chinese and Korean, the acquiring enterprise

doesn’t have the right senior manager to control the targeting enterprises, so SAIC

retained the local management team to manage Ssangyong. In the limitation of

cultural communication barrier of two enterprises, this M&A deals causes a great loss

of acquiring enterprises around nearly $0.5 billion. In response to the related factors

regarding the policy, cultural integration and human resources, the study gives many

recommendations. The culture integration is the most part of M&A integration, so the

key point is improving the aware of communicating with local culture. Creating a new

culture type is the solution of the overseas M&A to avoid the cultural conflicts and

risks. Defuse the financial risk is the suggestion of solving the such problems,

including get the full economic information about stock market, enterprises assets.

The article also gives the four approaches to train a manager as to operate the

overseas M&A deals. The human resources including local and global human

resources are all can be used as the approaches to solve the problem.

Based on the international business strategy in the system view and

organizational learning theory, Yan Da Ying (2011) discusses the determinants of

success of Chinese enterprises overseas mergers and acquisitions. This paper

empirically tests the overseas mergers and acquisitions sample initiated by Chinese

enterprises, and finds that formal and informal institutional distance have a significant

negative impact on Chinese enterprises overseas M&A success, furthermore, the
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previous success cases in M&A deals can improve the success rate in the subsequent

M&A attempts. At the same time, the article shows that the companies which have

more experience in overseas M&A deals, it will causes higher success rate in the

subsequent attempts. In addition, this paper also shows that acquirer is state-owned

enterprises, listed companies and natural resources companies or not, and whether the

acquirer hire professional consultants in M&A deals, and openness of host countries

also affect the success or failure of overseas mergers and acquisitions. Based on the

above conclusions, this paper gives some countermeasures and suggestions.

Kenneth Y. Hui (2009) uses the different perspective to study the effect of

China’s national security laws on domestic company’s foreign mergers and

acquisition. The article uses the comparative approach to study the similarities of

national security laws between China and United Stated. The purpose of this article is

comparing the national security laws between China and United Stated, because

United Stated is regarded as a benchmark of prime free market. The focus of this

paper is on the wholly owned companies which intend to purchase any company’s a

majority percentage of shares or assets. In the conclusion, national security laws of

China don’t have the difference greatly with the national security laws of United

States. The procedure of decision making in China is the only protectionist feature

which compared with the United State.
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En Xie, K.S. Reddy and Jie Liang (2017) explore the determinants of

cross-borders M&A deals in the level of country-specific. The country-specific

determinants are classified as seven aspects which including (1)the macroeconomic

and financial markets environment, (2)institutional and regulatory environment, (3)the

political environment and corruption, (4)tax and the taxation environment,

(5)accounting standards and valuation guidelines, (6)cultural environment and

(7)geographical environment. From the macroeconomic aspect, the growth or

recession of economy make a great effect on the inflow and outflow of investments.

There are many variables in this macroeconomic level, such as GDP, inflation rate and

labor productivity etc. In the level of institutional and regulatory environment,

regulatory distance, labor regulations are the variables to measure and after the

research, the study get the conclusion that institutional and regulatory environment is

the most important force which has influence on the completion of equity in the

process of overseas M&A deals. Using the various regression model such as

fixed-effects hierarchical regression, multivariate regression, tobit regression,

binomial logistic regression, multinomial logistic regression, hierarchical regression,

panel regression, logistic regression to analyze the result, the above determinants have

different effects on the capital inflow and outflow.

Stefano Rossi and Paolo F. Volpin (2004) explore the cross-country determinants

of M&A deals in the article. Shareholder protection and accounting standards are the

dimensions as the examine factors, and then the article find that when the shareholder
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protection is low, the private benefits of control is large. On the contrary, when the

shareholder protection is high, the private benefits of control is low. For the

accounting standards, better accounting standards can increase target enterprises’

disclosure, this will help acquiring enterprises identify potential targets. According to

these two views, the article gives one prediction: if the targeting enterprises have

better accounting standards and shareholder protection, the takeovers’ volume and the

premium of takeover will be increased. And the reports show the targeting company

which has higher shareholder protection is associated with higher premiums. In the

conclusion, the study finds that better investor protection has communication with

more M&A deals, and also has communication with payment method which is greater

use of stock, and last has communication with higher takeover premiums. These

results indicate that investor protection is a critical determinant of the competitiveness

and effectiveness for domestic M&A deals within one country. In overseas M&A

deals, targeting enterprises have lower investor protection than acquiring enterprises.

Arjen H.L. Slangen explored the influence of the national cultural distance on the

foreign enterprises acquisitions’ performance. Hofstede (2001) studied the cultural

distance as an critical determinant of the success of cross-border acquisitions between

acquiring countries and targeting countries. Some studies suppose the influence of

national cultural distance on the foreign acquisitions’ performance is negative. On the

contrary, some articles suppose the positive effect of national cultural distance on the

performance of foreign acquisitions. According to the previous study, the article
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argues the impact of national cultural distance is depending on the performance of

post integration. Compared the domestic acquisition with cross-border acquisitions,

the study find that the cultural difficulties also appeared in the domestic acquisition,

but this kind of difficulties always have greater probability in cross-border acquisition.

The variables were classified as acquisition performance, cultural distance to measure

the foreign acquisition performance. Using 102 deal attempts example by Dutch firms

in around 30 countries, and using OLS regression analysis to measure the related data

above, the study get the conclusion that if the post integration is limited, national

cultural distance will enhance the performance of acquisition. If the post integration is

unlimited, national cultural distance will reduce the performance of acquisition.

2.1.2 The Industry-specific Level

Obtaining high-quality, stable energy and mineral resources is one of the most

important purposes of Chinese enterprises' "going global", among them, Chinese

enterprises overseas resource-based mergers and acquisitions become an important

way. Lan Qing Xin (2010) analyzes the characteristics and motivations of overseas

mergers and acquisitions of our resource enterprises during recent years. The article

discusses the factors of success or failure of Chinese enterprises mergers and

acquisitions from the two aspects of the government and industry, and then put

forward some countermeasures to promote the overseas merger and acquisition in

China Resources enterprise.
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In recent years, Chinese enterprises overseas mergers and acquisitions gradually

warming. Yang Xue (2011) intends to research the opportunity and challenge in the

process of M&A attempts. According to the historical sample, the most of M&A is

mainly concentrated in the energy field, secondly, the financial industry and high-tech

industry mergers and acquisitions are also frequent. In the booming of overseas

mergers and acquisitions, which has successful cases, but also have failures cases.

This paper analyzes and summarizes the part of the case of overseas mergers and

acquisitions, and according to the financial crisis background, indicated the problems

and risks as well as thinking and solutions in Chinese enterprises overseas mergers

and acquisitions.

Ma Jincheng, Jiao Guannan and Ma Mengxiao (2014) intend to analyze the

dynamic changes and driving factors of Chinese overseas M&A industry distribution

during the period of 2005-2012. This paper uses Potter’s competitiveness diamond

model to analyze the six factors which driving from Chinese enterprises overseas

mergers and acquisitions. The enthusiasm of traditional industries is less than the

emerging industries. Based on the fact that unsustainable external thrust and

traditional industry enterprises endogenous lack of core competitiveness, this paper

have priority to encourage and support the industry vertical relationship and industrial

agglomeration effects in horizontal mergers and acquisitions, the article gives the

commendation that high-tech industry with technology advantage the mergers and

acquisitions.
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2.1.3 The Firm-specific Level

Min Du, Agyenim Boateng (2015) considered the influences of state ownership

and institutional distance on acquiring enterprises in the process of overseas merger

and acquisition. Through investigating the performance in 468 Chinese firms during

the period of 1998-2011, the article intends to examine the influence which caused by

state ownership and institutional variables on the acquiring enterprises value. The

paper give the hypothesis that acquiring enterprises that are partly state owned will

generate positive abnormal returns compared to non-state owned enterprises. After

using market model to investigate the data, the results indicate the Chinese

government background play a significant role in value creation of Chinese acquiring

enterprises. The results provide support for above hypothesis.

Wu Changqi, Xie Ningling (2010) examined the determinants of cross-border

merger and acquisition performance of Chinese enterprises. The article chose the state

owned shares as an vital determinants for economic performance of enterprises and

supposed proportion of the state shares in Chinese enterprises and post cross border

M&A performance are negatively related. Using 165 cross border M&A deals from

95 enterprises in the period of 2000-2006, the results showed the proportion of the

state shares in the listed enterprises is positively related to the cross border M&A

performance. The explanations for such result is that the administrative characteristic

of state as a shareholder may had negative effect on enterprises’ overseas M&A

performance, but at the same time, these enterprises also enjoyed favorable
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government politics. Finally, the article shows proportion of the state owned shares

have a positive impact on the performance of Chinese enterprises cross border M&A

deals.

Zhang Bo, Zhang Jia Qi and Wu Chen (2016) researched the 2790 cases of

overseas mergers and acquisitions of Chinese enterprises between 1997 and 2014, this

paper empirically examines the factors that affect the success or failure of overseas

M&A by using Logit model, and focuses on the impact of ownership on the success or

failure of M&A. The results show that: the enterprise ownership and the overseas

M&A success rate has a significant negative correlation, the state-owned enterprises

have lower success rate than non-state-owned enterprises in overseas M&A attempts;

furthermore, M&A holding proportion, industrial protection level in host country, the

degree of economic development also have negative influence on the overseas M&A,

the related experience in mergers and acquisitions can significantly improve the

success rate of M&A. The test result with the ownership of enterprise shows that

industrial protection level, the negative adjusted effect in level of economic

development will further enhance the negative effects of corporate ownership in

overseas M&A success rate; and the related M&A experience and the positive

adjusted effect in high holding portion will weaken the negative influence of

enterprise ownership.
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Jianhong Zhang, Chaohong Zhou and Haico Ebbers (2011) listed the acquiring

and target firms’ ownership types to regarded as main predictors from the firm level.

The article investigates the firm level determinants which including two: the

state-owned ownership and the related learning experience. In the study, the property

right plays a great important role in the economic system, and property right is critical

with the different ownership. The article classified the enterprises ownership as the

state-owned enterprises (hereafter, SOEs) and privately owned enterprises (hereafter,

POEs). It is sharply distinguished the SOEs and POEs from the property right. The

article indicated that the enterprises owned by state or local government in fact have

more strict limitations on the M&A, it it because state-owned enterprises are always

possess the natural resource or infrastructure industries such as mine, energy and this

kind of industries are sensitive to national security.

This paper aims to explore the causes of China multinational bid for frustration,

especially whether state-owned identity plays a key role in the regulation and

influence of enterprise scale, investment in the country and industry factors of bid

results. Through empirical test on the 2005 to 2014, 439 cases of large multinational

enterprises Chinese and purchase case, the article found that although the law and the

economic system of the host country, the amount of mergers and acquisitions and

timing factors have significant influence on the bid success rate, but overall factors

hinder the nature of state-owned enterprises is not significant, and in the enterprise

scale is large enough, more conducive to mergers and acquisitions. In the developed



25

countries and the specific context sensitive industry mergers and acquisitions,

state-owned the identity system is indeed reduce the disadvantage factors the chance

of success, but in developing countries will increase the probability of success. The

enlightenment is that state-owned enterprises in the sea. For external failure cannot be

fully attributed to discrimination on ownership of the factors, only by virtue of capital

overseas expansion will inevitably encounter frustrations, state-owned enterprises in

"going out" should pay attention to the construction of soft power in practice, through

the "isomorphism" host country institutional environment to overcome the outside

comer disadvantage.

Lena Petsa-Papanicolaou (2007) explores the success factors from the

perspective of consent analysis and various theory. According to the research of Smith

(2002), merger and acquisition can give rise to the great changes of various aspects of

enterprises or organizations, and the total ten types of organizational structure change

cause the only 33% success rate in deals of merger and acquisition. The article offers

a acquisition integration model gives a fully views of steps. The paper shows five

waves of merger and acquisition in the past years from 1897. Various merger and

acquisition waves have different characters in the dealing period. Leadership area,

communication, culture and people issues are the important factors in organizational

change. Academia and dissertation reviews are the success factors in merger and

acquisition. Recommendations for the research in the academic area is that many

consulting companies will find and report the success factors.



26

2.2 Conceptual Framework

According to the previous literature, the article finds many factors to analyze the

completion of Chinese overseas M&A deals. From the above literature, the article

chooses the factors from different levels. The levels can be divided in three specific

levels which involves country-specific, industry-specific and firm-specific level. In

the country level, institutional distance is a great factor which has significance

influence in the process of M&A attempts. Institutional quality will be regarded as the

country level factor to analyze the completion of M&A attempts in the article. For the

measurement of institutional distance, the 12 variables under International Country

Risk Guide (ICRG) will be chose. From the previous articles, industry distance

between home and host countries need to be considered. From the perspective of host

country, the sensitive industry should be given more attention, so the article choose

the sensitive industry as the determinant in the M&A transactions, and high technique

and natural resource industries will combine the sensitive industry to measure. The

various ownership of enterprises causes the various completion percentage in the

M&A attempts. Due to the research above, the article finds that SOEs can be the

variable to affect the completion of M&A attempts. In the article, the SOEs will be

chose as the only variable in the firm level, the acquiring enterprises with government

background will affect the completion of M&A attempts in host countries.
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Figure 2 Conceptual Framework

2.3 Hypothesis

Referred to the above research questions, the main purpose of the article is that

find out the determinants in the process of Chinese enterprises overseas M&A

attempts. Based on the above part, the hypothesis can be divided into 3 levels.

According to the such various levels, the study gives the such hypothesis.

H1: the host country’s government stability in institutional quality has positive

effect on the likelihood of M&A attempts completion
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H2: the host country’s socioeconomic conditions in institutional quality has

positive effect on the likelihood of M&A attempts completion

H3: the host country’s corruption in institutional quality has positive effect on the

likelihood of M&A attempts completion

H4: the host country’s investment profile in institutional quality has positive

effect on the likelihood of M&A attempts completion

H5: the host country’s internal conflict in institutional quality has positive effect

on the likelihood of M&A attempts completion

H6: the host country’s external conflict in institutional quality has positive effect

on the likelihood of M&A attempts completion

H7: the host country’s religion in politics in institutional quality has positive

effect on the likelihood of M&A attempts completion

H8: the host country’s military in politics in institutional quality has positive

effect on the likelihood of M&A attempts completion

H9: the host country’s bureaucracy quality in institutional quality has positive

effect on the likelihood of M&A attempts completion

H10: the host country’s ethnic tensions in institutional quality has positive effect

on the likelihood of M&A attempts completion

H11: the host country’s democratic accountability in institutional quality has

positive effect on the likelihood of M&A attempts completion
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H12: the host country’s law and order in institutional quality has positive effect

on the likelihood of M&A attempts completion

H13: the acquiring enterprises in the sensitive industries has negative effect on

the likelihood of M&A attempts completion

H14: Chinese SOE enterprises as the acquiring has negative effect on the

likelihood of M&A attempts completion
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CHAPTER 3

METHODOLOGY

3.1 Research Design

The study intends to investigate the determinants which have influence on the

completion of Chinese enterprises overseas M&A attempts. In order to extend the

current study and have the better understand, all the factors should be considered.

Considering the sensitivities and correlations, it has meaning to research and explain

the correlativity between each independent variables. Furthermore, the logistic

regression model will be used to verify hypothesis.

The empirical study of this study mainly divides into three parts:

The first part implements statistical description for the independent and

dependent variables. For the dummy independent variable, it aims to attain the

percentage of completion in M&A overseas attempts.

The second part calculates the correlation between each factor and according to

the correlation result, the article also calculates variance inflation factor to measure

more complex multicollinearity.

The third part builds logistic regression model, and then, the researcher will test

the model using the sample data during 2001-2012, and get the final regression result.
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3.2 Population and Sample

The population of this research is involved in the process of M&A attempts.

The initial sample consists of 587 M&A deals which in completion status by

Chinese enterprises. The collecting period is from January 2001 to December 2012

with the database from Thomson Financial merger and acquisition (Thomson One

Bank http://banker.thomsonib.com/ta/). This kind of data set contains all information

from various sources around the world, such as national official websites, business

newspapers etc. Thomson One Bank offers main information including status of deals,

dates of announced and effective, the targeting and acquirer enterprises names, and

also the characters of targets and acquirers, such as rank values of deals and adviser’s

role and credit. In order to keep the accuracy of all the data, the research double check

the information with Pricewaterhouse Coopers’ Transaction Services Group. Due to

some limitations were imposed on the acquiring enterprises, such as the acquiring

enterprises must be listed on the Stock Exchange and the targeting countries lack of

each score under ICRG. The above restrictions led to the final usable sample of 494

cases by Chinese enterprises.

3.3 Research Instrument

This paper have total 14 factors which have influences on the completion by

analyzing the logistic regression model and the previous researches show that these 14

factors are the measurements of International Country Risk Group and SIC and kinds
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of enterprises. Through using the descriptive statistics, correlation analysis and

regression analysis methods, the paper can get the final test results.

3.4 Data Collection

Through searching various types of literature and earlier researches to find out

the pattern of collecting data. This paper evaluates the M&A performance which

based on the logistic regression model below.

The paper collects data from the January 2001. The observations in the model are

unstructured due to the character of samples. Using unstructured observations and

collecting sufficient data between 2001 and 2012 to get the amount of information

which is needed to observe the characteristics of values.

The original data is addressed above collects from data set and sorts the data out

in Microsoft Excel. In order to attain the final goal, the original sample is computed

by regression analysis through using the econometric program Eviews. The data have

been handled with our careful screening to avoid any possible mistakes rely on

combine these programs. Through checking all values for any abnormal data and

eliminate these to generate a high level of validity. In the paper, there will be several

variables which will be tested in the regression.
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Table 2 Data Source

Data Source
Institutional Quality International Country Risk Guide (ICRG)

http://www.icrg.com.au/
Natural Resource Standard Industrial Classification Code (SIC Code)

http://siccode.com/
High technique Standard Industrial Classification Code (SIC Code)

http://siccode.com/
SOEs National Bureau of Statistic of People’s Republic of China

http://www.stats.gov.cn/

3.4.1 Independent Variables

In this part of methodology, independent variable is classified as country-specific,

industry-specific and firm-specific levels. At the country-specific level, political risk

will be the only concern, and it will be measured using institutional quality, that

represents political risk, which is from International Country Risk Guide (hereafter,

ICRG) assessments. ICRG includes total 12 detailed measures: Government stability,

Socioeconomic Conditions, Investment Profile, Internal Conflict, External Conflict,

Corruption etc. The study chose all 12 measures to measure the effect on the

completion of deals.
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Table 3 The Explanation of Variables

Measure Explanation
GS(0-12) Government’s ability to stay in office and declared programs.
SC(0-12) Socioeconomic pressures at work can constrain government action or fuel social

dissatisfaction.
Co(0-6) Corruption within the political system.
IP(0-12) Other factors which are not covered by main political, economic concepts.
IC(0-12) Political violence in the country and its impact on government.
EC(0-12) Risk in incumbent government from foreign action.
RIP(0-6) The threat in religion.
MIP(0-6) The threat in military take-over.
BQ(0-6) The institutional strength and quality of the bureaucracy.
ET(0-6) The degree of tension within a country attributable to racial, nationality, or language

divisions.
DA(0-6) Responsive from government to its people.
LAO(0-6) For law elements (3), the strength and impartiality of the legal system are needed to

consider. Order (3) is the measurement of popular observance of the law.

From the industry-specific level, the study chose natural resource and high

technology as dummy variables which be regarded as the single variables to capture

the sensitive of national security. The study supposes that if the targeting industry be

chose as the mining, crude oil, energy industry etc, the kind-result will be coded as 1;

otherwise, the kind-result will be coded as 0. About high technology industry, the

article assumes that if the targeting enterprises is in high technology industry as the IT

industry, the result will be coded as 1, otherwise, the result be coded as 0. If the

acquiring and acquirer industries are in different industries, the result will be

determined by acquirer industries in hosting country.

From the firm level perspective, the study chooses the types of acquiring

ownership as the main predictors. SOE is regarded as the special type of ownership of

enterprises, because SOE has government background which compared with other

sorts of enterprises. Detailed assumption, if the acquiring enterprise is owned by the
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state-owned enterprise, the result will be coded as 1, otherwise, the result will be

coded as 0.

3.4.2 Dependent Variable

The dependent variable of research is the completion of merger and acquisition,

and this dependent variable is regarded as a dummy variable to show the results of

deal status. If the announced merger and acquisition attempt is completed, the result

will take the value 1. Otherwise, if the announced merger and acquisition is not

completed (including pending, failed and unknown status), the result will take the

value 0.

3.5 Data Analysis

Table 4 The Steps of the Data Analysis and Explanation

Type Instruction Example Statistical Concepts
Description Compression of data Intuitive show the scope

and the trend of each
variable

Mean, minimum, maximum,
Skewness,standard deviation

Infer Determine population
parameters and test hypotheses

Estimate overall value Standard error and
hypothesis

Relation Determine the relevance Determine whether the
two variables are related

Correlation coefficient

Prediction Prediction based on statistical
model

Calculate the value of Y
in the case of X

Regression analysis

3.5.1 Descriptive Statistical Analysis

Descriptive statistics are the brief descriptions which summarizes a set of relative

data to describe the various features and characters of the original samples.

Descriptive statistics such as mean, maximum and minimum values, standard

javascript:void(0);
javascript:void(0);
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deviation can point out the nature values of the measurements and the further

statistical interpretation of the nature of data distribution.

Correlation is a measure of the extent in which the two variables move mutually.

Correlation coefficients ranges from 0 to 1 and the signs of these coefficients show

whether the two variables move in the same direction or not. In detailed, if the

correlation coefficient r is equal or more than 0.3, the relationship is interpreted to be

weak, by contrary, when r is equal or more than 0.8, the variables strongly move

mutually.

The variance inflation factor (VIF) is the measurement of multicollinearity in an

regression analysis, and the formula is

VIF= 1/(1-R2) (1)

where R is the correlation between two independent variables. After getting the

calculation from formula above, the result will be compared with the value 10. If the

result is less than 10, the result can be accepted. If the result is more than 10, the

independent variable will be deleted in the model.

3.5.2 Regression Analysis

The paper adopts the weighted least squares (WLS) method to study the

relationship between completion of Chinese overseas M&A attempts and its essential

determinants. Regression analysis is a statistical process for estimating the

relationships among variables. The regression function means that the estimation
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target is a function of the independent variables. In regression analysis, the regression

function which can be described by a probability distribution is also to characterize

the variation of the dependent variable.

Logistic regression analysis is widely used for prediction and forecasting.

Logistic regression analysis is also used to understand which among the independent

variables are related to the dependent variable, and to explore the forms of these

relationships. In restricted circumstances, logistic regression analysis can be used to

infer causal relationships between the independent and dependent variables. In other

words, it is an attempt to explain movements in a dependent variable by reference to

movements in one or more variables. In the regression the dependent variable is in

most cases represented with y and the explanatory variables with x. The y variable is

assumed to be random and therefore have a probability distribution.

3.6 The Introduction of Logistic Regression

According to the previous part, the dependent variable is regarded as a binary

variable, it means that the results are always involving only two answers. The M&A

status are always two status which is completion or uncompletion (including unknown

status, pending and failed etc).
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3.6.1 The Purpose of Logistic Regression

If the dependent variable is dichotomous variable, the linear regression can not

deal with it, and this phenomenon becomes the limitation of the linear regression. In

the real business, there are many results are dichotomous results. Based on the such

limitation, the logistic regression is necessary for dealing with the business which the

variable is dummy variable.

According to the characters of independent and dependent variables, the study

can use logistic regression approach to analyze and present the determinants of all

results of mergers and acquisitions. Logistic regression approach is a statistic method

that be used to predict the each predictor variable from the group membership, no

matter the different character of the predictor variables which classified as continuous,

discrete, or a combination of both.

In the logistic regression, there are two values to predict: probability (p) means 1

other than 0. Same with the ordinary regression, the logistic regression also provides

the measurement of partial contribution to variance of each independent variable

which is written as coefficient ‘b’.

3.6.2 Assumptions of Logistic Regression

1. The relationship between independent and dependent variables of logistic

regression is not the linear relationship

2. The dependent variable is the dichotomous variable
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3. The sample size is large enough (needs to be larger than normal linear

regression models)

3.6.3 The Logistic Regression Equation

The function of coefficient ‘b’ for each independent variable is that measure the

contribution to variance of independent variable in the dependent variable, the result

for the dependent variable can only take on the two values: 0 or 1. Therefore,

independent variables and coefficients are regarded as the probability (p) in the

dependent variable rather than the numerical values in the linear regression.

The limitation of using probability in dependent result is unsound, the range of

logistic regression result only between 0 and 1, but at the same time, the value of

numerical dependent variables may excess the specific range.

In the linear regression, the outcome of the regression is the prediction of Y

value, but in the logistic regression, the outcome takes on the value between 0 and 1.

In the study, 14 independent variables will be analyzed in the logistic regression

model, and two of them which from industry and firm level are dummy variables.

Logit(p) means the log of the odds ratio or likelihood ratio that the dependent variable

is 1. The logistic regression model is always expressed as follows:

Logit(p)=log(p/1-p)=Ln(p/1-p) (2)

Where: ln is the natural logarithm.

p means the probability of Y occurring. It ranges from 0 to 1.
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p/(1-p) means the “odds ratio”

ln[ p/(1-p) ] means the log process of odd ratio, this is the logit function

The form in the equation of logistic regression:

Logit(p(x))=a+b1x1+b2x2+… (3)

Where: a means the constant item’s coefficient in the model

bimeans the independent variable i’ coefficient

xi means the independent variable i

Definition of Variables Used:

Completion of M&A attempts (dependent variable): the finish of M&A deals, two

steps mean the completion: (1)the completion of payment from acquiring to targeting

enterprises, (2)ownership of the enterprises have being passed to the targeting

enterprises.

Government Stability (independent variable): It is the measurement of government’s

ability to stay in office and declared programs. The range of score is between 0 and

12.

Socioeconomic Conditions (independent variable): It is the assessment of

socioeconomic pressures at work that could constrain government action or fuel social

dissatisfaction. The range of score is 0-12.

Corruption (independent variable): It is the measurement of corruption within the

political system. The range of score is 0-6.
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Investment Profile (independent variable): It is the measurement of other factors

which are not covered by main political, economic concepts. The range of score is

0-12.

Internal Conflict (independent variable): It is the measurement of political violence in

the country and its impact on government. The range of score is 0-12.

External Conflict (independent variable): It is the measurement of risk in incumbent

government from foreign action. The range of score is 0-12.

Religion in Politics (independent variable): It is the measurement of the threat in

religion. The range of score is 0-6.

Military in Politics (independent variable): It is the measurement of the threat in

military take-over. The range of score is 0-6.

Bureaucracy Quality (independent variable): The institutional strength and quality of

the bureaucracy is the measurement under this level. The range of score is 0-6.

Ethnic Tensions (independent variable): It is the measurement of the degree of tension

within a country attributable to racial, nationality, or language divisions. The range of

score is 0-6.

Democratic Accountability (independent variable): It is the measurement of

responsive from government to its people. The range of score is 0-6.

Law and Order (independent variable): It has two components. For law elements (3

scores), the strength and impartiality of the legal system are needed to consider. Order

(3 scores) is the measurement of popular observance of the law.
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SIC (independent variable): it depends on the types of industry. According to the SIC

code, each industry has a special code to identify it. In the article, natural resource and

high tech industries are the main concerns to measure. Therefore, the article supposes

the variables as the dummy variables (the score is 0 or 1). If the natural resource and

high tech industries as the variables, the final score will be the 1, otherwise, the score

is 0.

Kinds of Ownership (independent variable): it depends on the ownership of acquiring

enterprises. The difference between state-owned and non-state-owned is the main

concern under the firm level in the article. The article intends to explore the different

influence on the completion from the various ownership of enterprises. Therefore,

article supposes the variables as the dummy variables (score is 0 or 1). If the state

owned enterprises as the variable, the final score will be the 1, otherwise, score is 0.

3.7 Goodness of Fit Test (Hosmer-Lemeshow)

Hosmer-Lemeshow is a statistical test under the goodness of fit test in the

logistic regression models. The test is used to predict risk in the model and is used to

assess the event rates between observed and expected. P-value is the boundary for the

Hosmer-Lemeshow testing and the boundary is 0.05. If the test result is less than 0.05,

it means the observed and expected event rates have a significant difference. If the

test result is more than 0.05, it means the paper can’t reject the null hypotheses.
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CHAPTER 4

EMPIRICALANALYSESAND RESULTS

4.1 Descriptive Statistics

Descriptive statistics is the description of the features in the process of

information collections. The purpose of descriptive statistics is summarizing the

sample. The basic concepts of descriptive statistics is involving the degree of

dispersion analysis, the central tendency in the data analysis and data distribution.

In detailed, mean and median are regarded as the main measure in analyzing the

central tendency. The way to calculate the mean is that add up all the values and

divided by the number of the values. According to the character of the median,

median is the middle value measured in the sequence of data. Minimum and

maximum values represent the lowest and the highest value in the ordinal values. For

the description of distribution, standard deviation is the value to measure the degree of

change or diversity in data value set. The standard deviation is the square root of the

data set’s variance, the high and the low value indicates the various distance between

actual value and expected value. Kurtosis is a measure of the "tailedness" of the

probability distribution of a real-valued random variable and skewness is a measure of

the asymmetry of the probability distribution of a real-valued random variable about

its mean. Observation is the total number of sample after the adjustment.

https://en.wikipedia.org/wiki/Probability_distribution
https://en.wikipedia.org/wiki/Real_number
https://en.wikipedia.org/wiki/Random_variable
https://en.wikipedia.org/wiki/Probability_distribution
https://en.wikipedia.org/wiki/Real_number
https://en.wikipedia.org/wiki/Random_variable
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The first step in this chapter, the study intends to investigate the descriptive

statistics in 494 observations to evaluate the performance of each variables, the trend

and fluctuation of each variable are shown in the following table 5:

Table 5 Descriptive Statistics of Each Variable

Variable Mean Median Maximum Minimum Std Dev Skewness Kurtosis Observations

GS 7.8850 7.7300 11.210 4.6700 1.5225 0.2702 2.5159 494

SC 7.9935 8.5000 11.000 2.0000 1.8841 -1.4773 4.4543 494

Co 3.9067 4.0000 6.0000 1.0000 1.0381 -0.7141 2.4431 494

IP 10.645 11.315 19.000 5.0800 1.6952 -0.8966 4.2393 494

IC 9.8610 10.000 12.000 5.5000 0.9883 -1.2426 5.3591 494

EC 9.8660 10.000 12.000 6.5000 1.1998 -0.8330 3.3500 494

RIP 5.1081 5.5000 6.0000 1.0000 1.1968 -1.9534 6.4923 494

MIP 4.9513 5.0000 6.0000 0.0000 1.1749 -1.1116 3.9447 494

BQ 3.4352 4.0000 4.0000 0.0000 0.8962 -1.3540 3.6577 494

ET 4.2519 4.0000 6.6000 1.0000 1.0893 -0.3370 2.6857 494

DA 5.1909 6.0000 7.0000 1.0000 1.3033 -1.6341 4.4758 494

LAO 4.7591 5.0000 6.0000 2.0000 0.9645 -1.3912 4.0993 494

SIC 0.4413 0.0000 1.0000 0.0000 0.4975 0.2365 1.0559 494

KOO 0.4028 0.0000 1.0000 0.0000 0.4910 0.3963 1.1570 494

Note: GS= Government Stability, Co= Corruption, SC= Socioeconomic Conditions, IP= Investment Profile, IC=

Internal Conflict, EC= External Conflict, RIP= Religion in Politics, MIP= Military in Politics, BQ= Bureaucracy

Quality, ET= Ethnic Tensions, DA= Democratic Accountability, LAO= Law and Order, KOO= Kinds of

Ownership

As shown in the table 5, the above data gives more detailed understanding of the

data distribution through descriptive statistics result between 2001 and 2012 in 494

observations. The government stability’s mean is 7.885 and standard deviation is

1.5225, the maximum and minimum of government stability are 11.21 and 4.67. For

the socioeconomic conditions, the mean is 7.9935 and standard deviation is 1.8841,

the highest is 11 and the lowest is 2. The average of both religion in politics and

military in politics are 5.1081 and 4.9513, their standard deviation are 1.1968 and
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1.1749, the maximum and minimum are 6 and 1, 6 and 0. For corruption, the mean is

3.9067, the highest is 6 and the lowest is 1, the standard deviation is 1.0381. The

average of investment profile is 10.645 and its standard deviations is 1.6952, the

highest values is 19 and the lowest is 5.08. For bureaucracy quality, the mean is

3.4352, the highest is 4 and the lowest is 0, the standard deviation is 0.8962. The

average of democratic accountability is 5.1909 and its standard deviations is 1.3033,

the highest values is 7 and the lowest is 1. The average of ethic tensions is 4.2519 and

its standard deviations is 1.0893, the highest values is 6.6 and the lowest is 1. The SIC

and result kind are dummy variables. The average of SIC is 0.4413, it means around

44% of M&A deals in completion status. The average of result kinds is 0.4028 that

indicates 40% of M&A deals in completion status.

4.2 Multicollinearity Test

4.2.1 Detecting Multicollinearity Using Correlation Method

In order to get the accurate parameter estimation and avoid the problem

associated with the logit model, the correlations will be measured in the

multicollinearity test. Correlation test is very important for making sure whether there

is multicollinearity between each independent variable. The test method is

multivariate analysis; the problem of multicollinearity may increase the variance of

the coefficient estimates as well as make the estimates sensitive to minor changes in

the model. As a consequence, multicollinearity may distort the relationship between
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independent variables. In general, if correlation coefficient between any two

independent variables is lower than 0.8 that means there is no problem of

multicollinearity between two independent variables.

Table 6 Correlations of the Independent Variables

GS SC Co IP IC EC RIP MIP BQ ET DA LAO SIC KOO

GS 1

SC 0.0942 1

Co 0.0749 0.708 1

IP 0.2092 0.7453 0.6531 1

IC 0.1827 0.5011 0.5148 0.5293 1

EC 0.0608 -0.0742 0.1074 -0.1145 0.3506 1

RIP 0.0457 0.4881 0.3492 0.4512 0.4392 -0.1533 1

MIP 0.0082 0.5718 0.5578 0.4519 0.4831 0.1541 0.5685 1

BQ 0.001 0.7749 0.7919 0.7445 0.5194 -0.1116 0.4755 0.5773 1

ET 0.1196 0.3327 0.1328 0.4006 0.4532 -0.0732 0.4328 0.1469 0.4238 1

DA -0.3863 0.3584 0.4156 0.3062 0.1127 -0.1458 0.3232 0.3566 0.5027 -0.1597 1

LAO 0.0564 0.7661 0.774 0.7198 0.551 -0.0383 0.5376 0.6782 0.8135 0.3463 0.4074 1

SIC 0.0576 -0.0932 -0.0131 -0.1696 -0.0368 0.1308 0.114 0.0529 -0.1247 -0.1333 -0.0215 -0.0104 1

KOO 0.1524 -0.076 0.0323 -0.0379 0.0017 0.0972 0.0091 0.0231 -0.0881 -0.1523 -0.004 -0.0367 0.2509 1

Note: GS= Government Stability, SC= Socioeconomic Conditions, Co= Corruption, IP= Investment Profile, IC= Internal

Conflict, EC= External Conflict, RIP= Religion in Politics, MIP= Military in Politics, BQ= Bureaucracy Quality, ET= Ethnic

Tensions, DA= Democratic Accountability, LAO= Law and Order, KOO= Kinds of Ownership

Table 6 presents the correlations result between each independent variable by

using correlation matrix. The purpose of calculating the correlations between each

independent variables is checking and avoiding the potential problem of

multicollinearity. From the above table, the correlations between bureaucracy quality

and law and order is really high, the number is 0.8135 which is more than 0.8.



47

Therefore, evidence means the variable has the problem of multicollinearity between

these two independent variables. Therefore, the results need further research in

variance inflation factors.

4.2.2 Detecting Multicollinearity Using Variance Inflation Factors

The bureaucracy quality will be regarded as the dependent variable to calculate

with other independent variables.

Table 7 Variance Inflation Factor Measure (Bureaucracy Quality)

Variable Coefficient Std. Error t-Statistic Prob.

C -0.650147 0.22227 -2.925035 0.0036

Government Stability 0.00669 0.012298 0.543985 0.5867

Socioeconomic Cinditions 0.0582 0.014867 3.914773 0.0001

Corruption 0.342534 0.027321 12.53727 0

Investment Profile 0.04799 0.016356 2.934131 0.0035

Internal Conflict 0.003673 0.024615 0.149203 0.8815

External Conflict -0.078683 0.016672 -4.719336 0

Religion in Politics -0.097221 0.019723 -4.929299 0

Military in Politics 0.09055 0.020978 4.316495 0

Ethnic Tensions 0.261849 0.020346 12.86963 0

Democratic Accountability 0.177897 0.016927 10.50985 0

Law and Order 0.105026 0.03472 3.024935 0.0026

SIC -0.028539 0.034238 -0.833552 0.4049

Kinds of Ownership -0.043034 0.033387 -1.288947 0.198

R-squared 0.858249 Mean dependent var 3.435223

Adjusted R-squared 0.85441 S.D. dependent var 0.896157

S.E. of regression 0.34194 Akaike info criterion 0.719568

Sum squared resid 56.12303 Schwarz criterion 0.838668

Log likelihood -163.7333 Hannan-Quinn criter. 0.766327

F-statistic 223.5555 Durbin-Watson stat 1.740783

Prob(F-statistic) 0
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From the above table 7, R-squared is equal 0.858249 which means the result in

VIF is equal 3.79638 (1/(1-0.8582492)). The 3.79638 is less than 10, it means the

variable can be accepted.

Table 8 Variance Inflation Factor Measure (Law and Order)

Variable Coefficient Std. Error t-Statistic Prob.

C 0.515708 0.29107 1.771764 0.0771

Government Stability -0.011824 0.016012 -0.738474 0.4606

Socioeconomic Conditions 0.064282 0.019447 3.305503 0.001

Corruption 0.270355 0.039092 6.915939 0

Investment Profile 0.078556 0.021188 3.707495 0.0002

Internal Conflict 0.046144 0.031987 1.442595 0.1498

External Conflict -0.060842 0.022036 -2.76108 0.006

Religion in Politics 0.012713 0.02632 0.482993 0.6293

Military in Politics 0.202373 0.026267 7.704511 0

Bureaucracy Quality 0.178112 0.058881 3.024935 0.0026

Ethnic Tensions 0.071456 0.030556 2.338538 0.0198

Democratic Accountability 0.010069 0.024444 0.411933 0.6806

SIC 0.12042 0.044279 2.71956 0.0068

Kinds of ownership -0.030896 0.043531 -0.709743 0.4782

R-squared 0.792458 Mean dependent var 4.759089

Adjusted R-squared 0.786837 S.D. dependent var 0.964476

S.E. of regression 0.445294 Akaike info criterion 1.247767

Sum squared resid 95.17767 Schwarz criterion 1.366867

Log likelihood -294.1985 Hannan-Quinn criter. 1.294526

F-statistic 140.9837 Durbin-Watson stat 1.697996

Prob(F-statistic) 0

From the above table 8, R-squared is equal 0.792458 which means the result in

VIF is equal 2.6881 (1/(1-0.7924582)). The 2.6881 is less than 10, it means the

variable can be accepted. According to the results of Variance Inflation Factors above,

the results show that both numbers are less than 10, it can say that these two

independent variables don’t needed to be deleted in the original model.
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4.3 Logistic Regression Result and Interpretation

According to the previous objectives of this article, the logistic regression model

will be used in this chapter to analyze the each variable. In empirical research, this

dissertation implements parameter estimation and statistical inference with logistic

regression model for the baseline model before doing sensitive analysis by expanding

specification of baseline model or using the instrumental variable estimation instead.

In this article, it employed logistic regression model to analyze the effect of

various aspects on the completion of Chinese enterprises overseas M&A attempts.

After the data was tested by multicollinearity test etc can be used to run regression

test.
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Table 9 Logit Model Estimation Result

Variable Coefficient Std. Error z-Statistic Prob.

C -1.531052 1.759769 -0.87003 0.3843

GS 0.175883 0.098531 1.785046 0.0743 *

SC -0.011894 0.116759 -0.101871 0.9189

Co -0.477936 0.246916 -1.935624 0.0529 *

IP 0.303245 0.130992 2.314997 0.0206 **

IC 0.06794 0.191028 0.355653 0.7221

EC -0.082135 0.138537 -0.592875 0.5533

RIP -0.226225 0.150985 -1.498327 0.134

MIP 0.387434 0.164415 2.356435 0.0185 **

BQ -0.083105 0.364703 -0.227869 0.8197

ET -0.250674 0.179196 -1.398882 0.1618

DA 0.079226 0.145004 0.546375 0.5848

LAO 0.210353 0.250357 0.840213 0.4008

SIC -0.303812 0.26462 -1.148104 0.2509

KOO -0.125442 0.262119 -0.47857 0.6322

McFadden R-squared 0.074607 Mean dependent var 0.815789

S.D. dependent var 0.388049 S.E. of regression 0.377623

Akaike info criterion 0.944883 Sum squared resid 68.30504

Schwarz criterion 1.072491 Log likelihood -218.3862

Hannan-Quinn criter. 0.994982 Deviance 436.7724

Restr. deviance 471.9858 Restr. log likelihood -235.9929

LR statistic 35.21338 Avg. log likelihood -0.442077

Prob(LR statistic) 0.001367

Obs with Dep=0 91 Total obs 494

Obs with Dep=1 403

Note: * Significance at 90%

** Significance at 95%

GS= Government Stability, SC= Socioeconomic Conditions, Co=Corruption, IP= Investment Profile, IC= Internal

Conflict, EC= External Conflict, RIP= Religion in Politics, MIP= Military in Politics, BQ= Bureaucracy Quality,

ET= Ethnic Tensions, DA= Democratic Accountability, LAO= Law and Order, KOO= Kinds of Ownership
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From the above detailed table, the regression equation can be written as:

Logit(p) = －1.531052 + 0.175883*GS －0.011894*SC－ 0.477936*Corruption

(0.3843) (0.0743) (0.9189) (0.0529)

+ 0.303245*IP + 0.06794*IC－0.082135*EC－0.226225*RIP + 0.387434*MIP

(0.0206) (0.7221) (0.5533) (0.134) (0.0185)

－0.083105* BQ－0.250674*ET + 0.079226*DA + 0.210353*LAO

(0.8197) (0.1618) (0.5848) (0.4008)

－0.303812*SIC－0.125442*Kinds

(0.2509) (0.6322)

According to the data in the table and the equation above, the table shows that

the probability in the table is equal 0.001367, it means that all variables are able to

determine their influence on the dependent variable at significant statistic 1%. The

investment profile changes 0.0206, the dependent variable will get the change at

0.303245. The military in politics changes 0.0185, the dependent variable will get the

change at 0.387434. The main conclusions are drawn down as follows: investment

profile has a positive correlation with the completion of Chinese overseas M&A deals.

Military in politics has a positive correlation with the completion of Chinese overseas

M&A deals.
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4.4 The Result of Goodness of Fit

Table 10 Goodness- of - Fit (Hosmer-Lemeshow)

Quantile of Risk Dep=0 Dep=1 Total H-L
Low High Actual Expect Actual Expect Obs Value

1 0.2153 0.6939 25 20.975 24 28.025 49 1.35049
2 0.6939 0.7541 16 13.4383 33 35.5617 49 0.67288
3 0.7541 0.7904 11 11.3393 39 38.6607 50 0.01313
4 0.7904 0.8175 1 9.51332 48 39.4867 49 9.4539
5 0.8175 0.8363 12 8.57137 38 41.4286 50 1.65524
6 0.8363 0.857 6 7.48814 43 41.5119 49 0.34909
7 0.8578 0.8755 3 6.48221 46 42.5178 49 2.15582
8 0.876 0.9004 7 5.53628 43 44.46 37 50 0.43517
9 0.9008 0.9185 6 4.39402 43 44.606 49 0.64479
10 0.9185 0.9811 4 3.26211 46 46.7379 50 0.17856

Total 91 91 403 403 494 16.9091
H-L Statistic 16.9091 Prob. Chi-Sq(8) 0.0311
Andrews Statistic 46.9174 Prob. Chi-Sq(10) 0

From the result of above table, the probability is 0.0311which less than 0.05.

Therefore, we reject the null hypothesis at 95% confidence level, but can accept the

null hypothesis at 90% confidence level.
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CHAPTER 5

CONCLUSIONAND DISCUSSION

5.1 Conclusion

This article examines and studies the total 14 factors which have influence on the

Chinese overseas M&A attempts during the period of 2001 - 2012. According to the

undated data collected from 2001 to 2012, there are 494 observations involving the

concepts as the sample to analyze in the model. The focus on the completion of M&A

attempts is very important because the literature on empirical analysis for M&A

attempts has been very scarce. Moreover, the higher completion percentage of M&A

deals, the more development in the economy for home country.

In the analysis, some test methods and statistical functions were applied to

enhance the validity and accuracy of the model. At first, the paper adapts the

descriptive statistics approach to display and summarize all the data series. Then,

correlation approach is used to detect the multicollinearity problem between

independent variables. Further more, because the correlation between two

independent variables is existing, the variance inflation factor (VIF) is necessary for

the further multicollinearity problem. Next, in order to check whether the variance of

residual is unstable, the paper implemented heteroscedasticity test. The last test is

Goodness of Fit among residuals. Finally, on the basis of above tests, Newey-West
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method is used to reduce the error and improve the accuracy of the model, and then to

obtain the final model of economic significance.

The purpose of this paper is analyzing the determinants that affect the

completion. The main intention is to give the recommendation for increasing the

completion percentage in M&A attempts. The objective of this paper is related to the

functions described below- Firstly, the paper reveals some factors affecting

completion percentage in order to make us know the extent to various factors and the

level of rationality. Secondly, the conclusion will provide theoretical basis for the

completion of M&A deals. Next, the paper will help related acquiring enterprises to

analyze M&A deals.

The paper tested 14 hypotheses. According to the above test result, the paper

found that investment profile and military in politics have influence on completion of

M&A attempts significantly. The summary for testing hypothesis is as follow:
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Table 11 Summarize for Testing Hypothesis

Variable Hypothesis Conclusions Results

Government Stability Positive impact on completion No effects Reject

Socioeconomic Conditions Positive impact on completion No effects Reject

Corruption Positive impact on completion No effects Reject

Investment Profile Positive impact on completion Positively related significantly Accept

Internal Conflict Positive impact on completion No effects Reject

External Conflict Positive impact on completion No effects Reject

Religion in Politics Positive impact on completion No effects Reject

Military in Politics Positive impact on completion Positively related significantly Accept

Bureaucracy Quality Positive impact on completion No effects Reject

Ethnic Tensions Positive impact on completion No effects Reject

Democratic Accountability Positive impact on completion No effects Reject

Law and Order Positive impact on completion No effects Reject

SIC Negative impact on completion No effects Reject

Kinds of Ownership Negative impact on completion No effects Reject

According to the table 11 which are summarized the study of factors affect on the

completion of M&A attempts. It is really clear that two factors which are investment

profile (IP) and military in politics (MIP) have influences on the completion of M&A

attempts. Especially, the investment profile has positive influence on completion of

M&A attempts significantly at level of 0.05, the military in policies has positive and

significant influence on completion of M&A attempts significantly at level of 0.05,

therefore, the two null hypotheses are accepted. It can be say investment profile has

positive impact on completion, it means the concept under investment profile which

including contract viability/expropriation, profits repatriation and payment delays can

affect the completion of M&A attempts. At the same time, based on the test results in

probability of other factors which including government stability, socioeconomic

conditions, corruption, internal conflict, external conflict, religion in politics,
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bureaucracy quality, ethnic tensions, democratic accountability, law and order, SIC

and kinds of ownership are totally more than 0.05, it means these twelve factors don’t

support the null hypotheses, and these twelve factors don’t have influence on the

completion of M&A attempts. Therefore, these twelve null hypotheses are rejected.

The final conclusion is investment profile and military in politics have positive and

significant effect on the completion.

5.2 Discussion

According to the result of chapter four in this article, a part of variables don’t

have influence on the completion of M&A attempts. Based on such results, the reason

will be discussed in the part.

5.2.1 The Determinants under ICRG

There are total twelve variables under International Country Risk Guide (ICRG).

Based on the result of each variable from above model, the twelve variables have

various results in coefficient and probability values. Based on the various probability

value of each variable, the various variables have different impact on the completion

of Chinese enterprises overseas M&A deals. The boundary value of probability is 0.05

which determinate the variable whether has influence on the completion or not. From

the above table, the probability of government stability is 0.0743, the probability of

socioeconomic condition is 0.9189, the probability of corruption is 0.0529, the
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probability of investment profile is 0.0206, the probability of internal conflict is

0.7221, the probability of external conflict is 0.5533, the probability of religion in

politics is 0.134, the probability of military in politics is 0.0185, the probability of

bureaucracy quality is 0.8197, the probability of ethnic tensions is 0.1618, the

probability of democratic accountability is 0.5848 and the probability of law and

order is 0.4008. Therefore, only the probability of investment profile and military in

politics are less than 0.05, it means only investment profile and military in politics

have significant effect on the completion of Chinese overseas M&A deals. Further

more, based on the results of coefficient of these two variables, the coefficient of

investment profile is 0.303245, the coefficient of military in politics is 0.387434.

From the results, other ten variables have no effects on the the completion of Chinese

overseas M&A deals. In the conclusion, the variables in country level only investment

profile and military in politics have positive effect on the completion of Chinese

overseas M&A deals. According to the previous literature, there is a same result in the

article of Jianhong Zhang, Chaohong Zhou, Haico Ebbers (2011), the previous

research shows that the institutional quality is positive and significant in the model,

and the institutional quality is measured by ICRG, which fully supports the hypothesis

(The institutional quality in the hosting country is positively related to the likelihood

that merger and acquisition is completed) in the article. It can be concluded that the

good institutional quality can reduce the risky, uncertainty and increase the likelihood

in the process of M&A attempts. The result shows the institutional quality is positive



58

and significant in the model, which fully supports the hypothesis. In this article, the

variables under ICRG also have influence on the completion of Chinese overseas

M&Ameals.

5.2.2 SIC

The coefficient of SIC is -0.303812 and the probability of SIC is 0.2509. Based

on the above results, the null hypothesis will be rejected. The conclusion is that the

related sensitive industries (natural resources and high tech) don’t have significant

effect on the completion of Chinese enterprises overseas M&A attempts. No matter

what kind of industries are, the completion probability will not be affected. The

results don’t seem to be same with other related literature. The final conclusion is the

acquiring enterprises in the sensitive industries don’t have effect on the likelihood of

completion in M&A attempts. Jianhong Zhang, Chaohong Zhou, Haico Ebbers (2011)

assumes that merger and acquisition deals in sensitive industries is always cause the

related concerns by hosting country. Therefore, the deals are less likely to be

completed compared with other sort of industries. It supports the hypothesis that

sensitive industries have negative and significant effect in the model. Such article was

proved the sensitive industries have negative and significant effect on the completion

of M&A deals.
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5.2.3 Kinds of Ownership

Empirical result shows the kinds of ownership have no effect on the completion

of overseas M&A deals, it means that the ownership of acquiring enterprises have no

meaning for the final result of M&A deals. Therefore, the null hypotheses were

rejected by empirical results. The result seemly is not consistent with literature

reviews. Such as Wu Changqi, Xie Ningling (2010), Zhang Bo, Zhang Jia Qi and Wu

Chen (2016), Jianhong Zhang, Chaohong Zhou and Haico Ebbers (2011), Lena

Petsa-Papanicolaou (2007) etc.

Wu Changqi, Xie Ningling (2010) supposed the proportion of the state shares in

Chinese enterprises and post cross border M&A performance are negatively related.

The final result is opposite with the hypothesis, the result shows proportion of the

state owned shares has a positive impact on the performance of Chinese enterprises

cross border M&A. Zhang Bo, Zhang Jia Qi and Wu Chen (2016) studied the

ownership influence on the success or failure of M&A. The conclusion is that the

enterprise ownership and the overseas M&A success rate has a significant negative

correlation, the state-owned enterprises have lower success rate than non-state-owned

enterprises in overseas M&A attempts. The conclusion from the article that the kinds

of ownership have no effect on the completion of M&A is not consistent with such

negative correlation conclusion. Jianhong Zhang, Chaohong Zhou and Haico Ebbers

(2011) gets the conclusion that state owned acquirer is negative and significant in the

model, it can support the hypothesis that an M&A deal with a Chinese acquiring
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status is less likely to be completed than with other kinds of enterprises.

5.3 Implication of the Paper

The paper investigates the influence on the determinants of Chinese enterprises

overseas M&A deals using logistic regression during the period of 2001-2012. The

dependent variable includes 14 variables in the level of country, industry and firm.

According to the results of factors which can determinate the completion in the M&A

deals in the article can be used to increase the success rate in the completion of M&A

attempts.

In the article, the military in politics has a significantly positive effect on the

completion of Chinese enterprises overseas M&A attempts. Military in politics is the

measurement of the threat in military take-over. It measures the stability of military in

hosting country (1-6 scores). The score is bigger, the threat is lower. With the larger

number of military in politics, it causes the decreasing of military risk in the hosting

countries. At the beginning of overseas M&A attempts, The first step for acquiring

enterprises is investigating the military risk in hosting country, it is wiser for acquiring

enterprises to choose the stability country to invest.

Furthermore, investment profile also has a significantly positive effect on the

completion of Chinese enterprises overseas M&A attempts. Investment profile is the

measurement of other factors which are not covered by main political, economic

concepts. The sub-components includes (1)Contract Viability/Expropriation (4 scores),
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(2)Profits Repatriation (4 scores), (3)Payment Delays (4 scores). The range of score is

0-12. The bigger the score, the better the investment environment. According to the

real situation, the acquiring enterprises should consider the historical situation of

investment profile in hosting country. The variety of risks in payment delays, contract

viability and profit repatriation in different countries causes the various choosing of

acquiring enterprises. If the hosting countries have better investment profile, the

success rate of completion can be increased. The better investment profile means the

hosting countries have the advance in the related industry which involves strong

management, high growth companies etc. With the better quality in investment profile

in the hosting countries, the success rate of completion will be increased.

5.4 Research Recommendation

Referred to the previous results of article, some factors don’t have influence on

the completion of M&A attempts. The factors which have influence on the completion

of Chinese overseas M&A deals are from various sectors. Based on the various

sectors, the recommendations will be clarified.

The institutional risk is a great concern in the process of overseas M&A attempts.

From the above results, the factors under ICRG which measure institutional distance

need to be considered in the first step of M&A. The hosting countries’ score under

ICRG have a great influence on the measurement of targeting countries. There are two

variables have the positive effect in the model, it indicates if the acquiring enterprises
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intend to expand overseas, the each score under ICRG should be the consideration

before the M&A deals. Military in politics means the measurement of the threat in

military take-over. The stability of military in hosting country should become the vital

consideration before the M&A deals. Some countries which don’t have military

stability such as Turkey are in the risk of military take-over. If the acquiring

enterprises choose such kind of countries, it will cause the heavy loss for acquiring

enterprises. The acquiring enterprises need to pay attention to the military stability of

hosting country, focus on the political and military news at all times. If the hosting

country has many instability in the administration and control of military, the

acquiring enterprises need to research the new targeting country to invest. Investment

profile also plays a significant role on the completion of M&A deals, it means that

acquiring enterprises need to concern the historical situation of some factors which

are not covered by main political, economic concepts. Contract viability/expropriation,

profits repatriation and payment delays are the main measures of investment profile.

The acquiring enterprises can focus on the historical real cases which related to such

these factors. Based on the results of these real cases, the acquiring enterprises make

their decision about whether invest or not.

SIC is the code in the classification of the industry. In the article, natural resource

and high tech industry are the main variable in the industry level. Based on the results,

the natural resource and high tech industry are not the special concerns in the process

of M&A deals. The acquiring enterprises don’t need to concern the classification of
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industry. It indicates the acquiring enterprises don’t need to concern about the

classification of industries.

The kind of ownership is the determinant in the firm level. The empirical result

shows the various ownership of acquiring enterprises don’t have influence on the

completion of M&A. No matter what kind of enterprises surge in the overseas M&A,

the final result will not be affected. State owned enterprises and non-state owned

enterprises have same treatment by targeting countries. It can conclude the acquiring

enterprises don’t have necessity for concerning the background of themselves. For

acquiring enterprises themselves, just focus on the process of M&A attempts.

5.5 Limitation and Further Research

After empirical test for this paper, the estimation in the paper is conducted in a

limited scope and further research which can be listed as follows:

1. There are a lot of important factors which have influence on the completion of

M&A attempts. In the article, only 14 factors in various levels which are 12 factors

under ICRG in country level, SIC in industry level, kinds of ownership in firm level

are considered. There are still many factors which can affect the completion rate

might be missed to examine in the research. In the further study, more independent

variables should be added to investigate the impact on the completion of M&A

attempts.
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2. The undated data which during the period of 2001 - 2012 was to used to

examine in the study. Due to lack of the data under ICRG between 2013 and 2016,

there is a limitation in the numbers of M&A deals in recent fives years. In the further

study, the transaction numbers need to be collected more specific.

3. The main targeting enterprises are focus on the enterprises in the developed

countries, but only little deals in the developing countries. It means that the acquiring

enterprises lack the experience of M&A in the developing countries. In the further

study, the developing countries can be as the targeting in the research.
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APPENDICES

Table 1 Descriptive Statistic

Variable Mean Median
Maximu

m

Minimu

m
Std Dev

Skewne

ss
Kurtosis

Probabil

ity

Observa

tions

GS 7.8850 7.7300 11.2100 4.6700 1.5225 0.2702 2.5159 0.0044 494

SC 7.9935 8.5000 11.0000 2.0000 1.8841 -1.4773 4.4543 0.0000 494

Corrupti

on
3.9067 4.0000 6.0000 1.0000 1.0381 -0.7141 2.4431 0.0000 494

IP 10.6450 11.3150 19.0000 5.0800 1.6952 -0.8966 4.2393 0.0000 494

IC 9.8610 10.0000 12.0000 5.5000 0.9883 -1.2426 5.3591 0.0000 494

EC 9.8660 10.0000 12.0000 6.5000 1.1998 -0.8330 3.3500 0.0000 494

RIP 5.1081 5.5000 6.0000 1.0000 1.1968 -1.9534 6.4923 0.0000 494

MIP 4.9513 5.0000 6.0000 0.0000 1.1749 -1.1116 3.9447 0.0000 494

BQ 3.4352 4.0000 4.0000 0.0000 0.8962 -1.3540 3.6577 0.0000 494

ET 4.2519 4.0000 6.6000 1.0000 1.0893 -0.3370 2.6857 0.0033 494

DA 5.1909 6.0000 7.0000 1.0000 1.3033 -1.6341 4.4758 0.0000 494

LAO 4.7591 5.0000 6.0000 2.0000 0.9645 -1.3912 4.0993 0.0000 494

SIC 0.4413 0.0000 1.0000 0.0000 0.4975 0.2365 1.0559 0.0000 494

KOO 0. 4028 0.0000 1.0000 0.0000 0.4910 0.3963 1.1570 0.0000 494
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Table 2 Correlations of Independent Variables

GS SC Corr

upti

on

IP IC EC RIP MIP BQ ET DA LA

O

SIC KO

O

GS 1.00

00

SC 0.09

42

1.00

00

Corr

upti

on

0.07

49

0.70

80

1.00

00

IP 0.20

92

0.74

53

0.65

31

1.00

00

IC 0.18

27

0.50

11

0.51

48

0.52

93

1.00

00

EC 0.06

08

-0.0

742

0.10

74

-0.1

145

0.35

06

1.00

00

RIP 0.04

57

0.48

81

0.34

92

0.45

12

0.43

92

-0.1

533

1.00

00

MIP 0.00

82

0.57

18

0.55

78

0.45

19

0.48

31

0.15

41

0.56

85

1.00

00

BQ 0.00

10

0.77

49

0.79

19

0.74

45

0.51

94

-0.1

116

0.47

55

0.57

73

1.00

00

ET 0.11

96

0.33

27

0.13

28

0.40

06

0.45

32

-0.0

732

0.43

28

0.14

69

0.42

38

1.00

00

DA -0.3

863

0.35

84

0.41

56

0.30

62

0.11

27

-0.1

458

0.32

32

0.35

66

0.50

27

-0.1

597

1.00

00

LA

O

0.05

64

0.76

61

0.77

40

0.71

98

0.55

10

-0.0

383

0.53

76

0.67

82

0.81

35

0.34

63

0.40

74

1.00

00

SIC 0.05

76

-0.0

932

-0.0

131

-0.1

696

-0.0

368

0.13

08

0.11

40

0.05

29

-0.1

247

-0.1

333

-0.0

215

-0.0

104

1.00

00

KO

O

0.15

24

-0.0

760

0.03

23

-0.0

379

0.00

17

0.09

72

0.00

91

0.02

31

-0.0

881

-0.1

523

-0.0

040

-0.0

367

0.25

09

1.00

00
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Table 3 Logit Model Estimation Result
Dependent Variable:
Result Status
Method: ML - Binary Logit
(Quadratic hill climbing)
Date: 05/26/17 Time: 16:29
Sample: 1 494
Included observations: 494
Convergence achieved after 5
iterations
Variable Coefficient Std. Error z-Statistic Prob.
C -1.531052 1.759769 -0.87003 0.3843
Government Stability 0.175883 0.098531 1.785046 0.0743
Socioeconomic Conditions -0.011894 0.116759 -0.101871 0.9189
Corruption -0.477936 0.246916 -1.935624 0.0529
Investment Profile 0.303245 0.130992 2.314997 0.0206
Internal Conflict 0.06794 0.191028 0.355653 0.7221
External Conflict -0.082135 0.138537 -0.592875 0.5533
Religion in Politics -0.226225 0.150985 -1.498327 0.134
Military in Politics 0.387434 0.164415 2.356435 0.0185
Bureaucracy Quality -0.083105 0.364703 -0.227869 0.8197
Ethnic Tensions -0.250674 0.179196 -1.398882 0.1618
Democratic Accountability 0.079226 0.145004 0.546375 0.5848
Law and Order 0.210353 0.250357 0.840213 0.4008
SIC -0.303812 0.26462 -1.148104 0.2509
Kinds of Ownership -0.125442 0.262119 -0.47857 0.6322

McFadden R-squared 0.074607 Mean dependent
var 0.815789

S.D. dependent var 0.388049 S.E. of regression 0.377623
Akaike info criterion 0.944883 Sum squared resid 68.30504
Schwarz criterion 1.072491 Log likelihood -218.3862
Hannan-Quinn criter. 0.994982 Deviance 436.7724

Restr. deviance 471.9858 Restr. log
likelihood -235.9929

LR statistic 35.21338 Avg. log
likelihood -0.442077

Prob(LR statistic) 0.001367
Obs with Dep=0 91 Total obs 494
Obs with Dep=1 403
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Table 4 Goodness- of - Fit ( Hosmer-Lemeshow)
Goodness-of-Fit
Evaluation for
Binary
Specification
Andrews and
Hosmer-Lemesh
ow Tests
Equation:
UNTITLED
Date: 05/29/17
Time: 12:56
Grouping based
upon predicted
risk (randomize
ties)

Quantile
of Risk Dep=0 Dep=1 Total H-L

Low High Actual Expect Actual Expect Obs Value
1 0.2153 0.6939 25 20.975 24 28.025 49 1.35049
2 0.6939 0.7541 16 13.4383 33 35.5617 49 0.67288
3 0.7541 0.7904 11 11.3393 39 38.6607 50 0.01313
4 0.7904 0.8175 1 9.51332 48 39.4867 49 9.4539
5 0.8175 0.8363 12 8.57137 38 41.4286 50 1.65524
6 0.8363 0.857 6 7.48814 43 41.5119 49 0.34909
7 0.8578 0.8755 3 6.48221 46 42.5178 49 2.15582
8 0.876 0.9004 7 5.53628 43 44.4637 50 0.43517
9 0.9008 0.9185 6 4.39402 43 44.606 49 0.64479
10 0.9185 0.9811 4 3.26211 46 46.7379 50 0.17856

Total 91 91 403 403 494 16.9091

H-L Statistic 16.909
1

Prob.
Chi-Sq
(8)

0.031
1

Andrews
Statistic

46.917
4

Prob.
Chi-Sq
(10)

0
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Table 5 The Bureaucracy Quality as Dependent Variable to Measure Variance
Inflation Factor
Dependent Variable:
Bureaucracy Quality
Method: Least Squares
Date: 06/05/17 Time: 17:48
Sample: 1 494
Included observations: 494
Variable Coefficient Std. Error t-Statistic Prob.
C -0.650147 0.22227 -2.925035 0.0036
Government Stability 0.00669 0.012298 0.543985 0.5867
Socioeconomic Conditions 0.0582 0.014867 3.914773 0.0001
Corruption 0.342534 0.027321 12.53727 0
Investment Profile 0.04799 0.016356 2.934131 0.0035
Internal Conflict 0.003673 0.024615 0.149203 0.8815
External Conflict -0.078683 0.016672 -4.719336 0
Religion in Politics -0.097221 0.019723 -4.929299 0
Military in Politics 0.09055 0.020978 4.316495 0
Ethnic Tensions 0.261849 0.020346 12.86963 0
Democratic Accountability 0.177897 0.016927 10.50985 0
Law and Order 0.105026 0.03472 3.024935 0.0026
SIC -0.028539 0.034238 -0.833552 0.4049
Kinds of Ownership -0.043034 0.033387 -1.288947 0.198

R-squared 0.858249 Mean
dependent var 3.435223

Adjusted R-squared 0.85441 S.D.
dependent var 0.896157

S.E. of regression 0.34194 Akaike info
criterion

0.719568

Sum squared resid 56.12303 Schwarz
criterion 0.838668

Log likelihood -163.7333 Hannan-Quin
n criter. 0.766327

F-statistic 223.5555 Durbin-Watso
n stat

1.740783

Prob(F-statistic) 0



73

Table 6 The Law and Order as Dependent Variable to Measure Variance
Inflation Factor
Dependent Variable:
Law and Order
Method: Least Squares
Date: 06/05/17 Time: 18:25
Sample: 1 494
Included observations: 494
Variable Coefficient Std. Error t-Statistic Prob.
C 0.515708 0.29107 1.771764 0.0771
Government Stability -0.011824 0.016012 -0.738474 0.4606
Socioeconomic Conditions 0.064282 0.019447 3.305503 0.001
Corruption 0.270355 0.039092 6.915939 0
Investment Profile 0.078556 0.021188 3.707495 0.0002
Internal Conflict 0.046144 0.031987 1.442595 0.1498
External Conflict -0.060842 0.022036 -2.76108 0.006
Religion in Politics 0.012713 0.02632 0.482993 0.6293
Military in Politics 0.202373 0.026267 7.704511 0
Bureaucracy Quality 0.178112 0.058881 3.024935 0.0026
Ethnic Tensions 0.071456 0.030556 2.338538 0.0198
Democratic Accountability 0.010069 0.024444 0.411933 0.6806
SIC 0.12042 0.044279 2.71956 0.0068
Kinds of Ownership -0.030896 0.043531 -0.709743 0.4782

R-squared 0.792458 Mean dependent
var 4.759089

Adjusted R-squared 0.786837 S.D. dependent
var 0.964476

S.E. of regression 0.445294 Akaike info
criterion

1.247767

Sum squared resid 95.17767 Schwarz criterion 1.366867

Log likelihood -294.1985 Hannan-Quinn
criter. 1.294526

F-statistic 140.9837 Durbin-Watson
stat 1.697996

Prob(F-statistic) 0
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