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Abstract 

This paper selects the cross-border M&A data of Chinese companies in the region from 
2009 to 2019 in the global M&A transaction database, and uses a logistic regression 
model to explore the variables at the country, industry, and transaction levels, and the 
following conclusions are obtained: China-host country policy The higher the degree of 
communication, facility connectivity, unimpeded trade, financial connectivity, and 
people-to-people bonds, the higher the success rate of Chinese companies' cross-border 
mergers and acquisitions in countries along the “Belt and Road”, and the regional 
heterogeneity. The "Five Links Index" has a positive regulatory effect on the effect of 
mergers and acquisitions of state-owned enterprises. 
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1. Introduction 

With the continuous deepening of China’s “going out” strategy, under the dual guidance of the 
strong support of government policies and the spontaneous drive of business entities, the scale 
of China’s outward direct investment has continued to expand, and the pace of Chinese 
enterprises’ going global has also been accelerating — Net investment (flow) increased from 
US$44 million in 1982 to US$136.91 billion in 2019, with an average annual growth rate of 
24.3%. The global ranking continues to rank second, accounting for 10.4% of the global share. 
China has ranked among the top three in the global foreign direct investment flow for eight 
consecutive years, and its contribution to the world economy has become increasingly 
prominent.  

It is worth noting that as China has elevated the "Belt and Road" as an important national 
strategy, Chinese companies have continued to increase business exchanges with countries 
along the route. Especially in recent years, Chinese companies have made overseas mergers and 
acquisitions in the "Belt and Road" countries. Both the number of M&A projects and the scale 
of M&A have achieved rapid development. However, the political, legal, and review risks of the 
“Belt and Road” countries are the biggest concerns of Chinese investors. This shows that even 
if the investment intention is strong, the concerns and risks that companies need to bear are 
extremely large. The complex risks involved in cross-border mergers and acquisitions and 
investments in countries along the route are not only a test of business management 
capabilities, but also a test of national resource integration and interconnection capabilities. 
How to avoid the risks of cross-border mergers and acquisitions and ensure the maximization 
of national strategic interests and corporate profits is a major issue that needs to be resolved 
urgently. 
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2. Literature Review 

North (1990) found that the home country system of the acquiring company affects M&A 
transactions based on a macro-level study. Countries with a more stable system can reduce the 
uncertainty and complexity of transactions, and countries with unstable systems will face 
greater transaction uncertainty. Kostova (1999) also believes that institutional distance at the 
macro level may lead to legal challenges, which is not conducive to the success of mergers and 
acquisitions. Both Weber and Shenkar (1996) and Dikova (2014) believe that cultural 
differences are also an important influencing factor, because cultural awareness is essential to 
resolve the mismatch in mergers and acquisitions. In addition to the influencing factors of 
system and culture, scholars also have other findings. Cummings and Teng (2003) believe that 
the more international M&A experience the acquiring company has, the accumulated 
experience will have a positive effect on the success of M&A. Luo (2005) shows that the 
different internal and external reactions of the company after the company announces its 
intention to merge, such as business public opinion, can determine whether the acquisition can 
proceed smoothly. Toth (2008) stated that the nature of the industry of both parties to an M&A 
transaction will also affect the success or failure of the M&A. For example, investments in 
sensitive industries in some countries often fail on the grounds of host country’s concerns about 
national security or protection of local companies. 

At the micro level, the current scholars on the success or failure of mergers and acquisitions 
focus on the company's own factors. Habeck's (2000) survey found that most companies fail in 
cross-border mergers and acquisitions because of insufficient preparation and incorrect M&A 
plans; second, unreasonable use of specific M&A strategies in the mid-term; third, inadequate 
integration of all aspects in the later period. The impact of corporate finance, CEO shareholding 
and equity grants on negotiations (Francois Brochet and Maria Loumioti, 2015), Jana P. 
Fidrmuc and Chunling Xia (2019) believe that the book cash flow and debt-to-asset ratio within 
one to two years are significant for corporate mergers and acquisitions Positive impact. 
Enterprise ownership is also one of the influencing factors. State-owned enterprises often 
receive more preferential government investment policies such as lower bank loans, which can 
allow them to have stronger funds for cross-border mergers and acquisitions and increase the 
success rate of mergers and acquisitions (Shi et al., 2013). However, Antkiewvicz and Whalley 
(2007) have questioned the M&A targets of Chinese state-owned enterprises, believing that 
they are driven by the government rather than to improve economic efficiency. Such M&A 
transactions are often subject to resistance from the host country. The state-owned status of 
enterprises has an effect on the success rate of M&A. There are negative effects.Along with the 
movement of the target, the sink node timely notifies the sensor nodes in the relevant detection 
area to join in the process of target tracking.  

3. Empirical Modelling Stradegy 

3.1. The Explained and explanatory variables setting 

The explained variable of this model is the success or failure of cross-border mergers and 
acquisitions, which is expressed by whether the status of cross-border mergers and 
acquisitions is completed. The criterion for judging success and failure comes from BvD-Zephyr 
(Global M&A Transaction Analysis Library). When the transaction status (Deal-status) is 
Completed and Completed Assumed, the interpreted variable is assigned a value of 1; When the 
transaction status is Withdraw, Rumor-Withdrawn and Rumor-Expired, the interpreted 
variable is assigned a value of 0. 

The explanatory variable of this article is the " Five Connectivity Indexes ". It is the "Five 
Connectivity Indexes " research team of Peking University that has carried out a systematic 
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quantitative analysis of the situation in China and countries along the route, focusing on policy 
communication, facility connectivity, unimpeded trade, financing, and people-to-people 
connections, and constructing a comprehensive reflection from the perspective of the five links. 
The evaluation index system of the interconnection development level of the countries along 
the "Belt and Road". 

3.2. Logistic Regression Model setting 

Build a Logistic Regression Model to analyze the success or failure factors of cross-border 
mergers and acquisitions. This model shown as model (1) can better predict the probability of 
success of mergers and acquisitions. 

                                                    (1) 

Combined with the specific explanatory variables, interaction terms and control variables in 
this article, the above model can be extended to(2). The subscript is h for the home country 
variable, j for the host country variable, hj for the home country-host country related variables, 
a for the M&A party variable, and b for industry-level and transaction-level information. To 
ensure stationarity, fixed-effect variables are introduced, θ_hj represents time fixed effects, and 
ε_hj represents country fixed effects. The expanded model 4-2 is as follows: 

                    (2) 

 

Table 1. Source of Explained and explanatory variables 
Variable symbol Variable meaning Data Source 

STATUS Dummy variable, complete as 1, uncompleted as 0 BvD-Zephyr data base 

PI Policy coordination 
Report on the Five 

Connectivity Indexes 

II Facilities connectivity 
Report on the Five 

Connectivity Indexes 

TI Unimpeded trade 
Report on the Five 

Connectivity Indexes 

FI Financial integration 
Report on the Five 

Connectivity Indexes 

CI People-to-people bond 
Report on the Five 

Connectivity Indexes 

SOE 
Dummy variable, if the acquiring party is a state-owned 
enterprise, the value is 1, and the private enterprise is 0 

BvD-Zephyr database 

geo 
Geographical distance between China and the host 

country 
geo_cepii database 

gdp Host country market size 
World Bank-WDI 

database 

dgdp Per capita purchasing power of host country residents 
World Bank-WDI 

database 
exch China and the host country's bilateral exchange rate IMF database 

industry 
Dummy variable, the relevant industry is 1, and the 

irrelevant is 0 
BvD-Zephyr database 

value M&A transaction amount BvD-Zephyr database 
vendor Dummy variable, 1 for professional consultants, 0 for no BvD-Zephyr database 

 

3.3. Data Sources 

This article selects BvD-Zephyr (Global M&A Transaction Analysis Database) from the 2009-
2019 period, Chinese companies' mergers and acquisitions of companies along the "Belt and 
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Road" countries,other research methods have screened the original data as follows: (1) The 
M&A transaction has ended and is a non-repetitive case; (2) The target and its parent company 
are not registered companies in Mainland China; (3) Taking into account the “Belt and Road 
Initiative” "The initiative has been relatively short so far. In order to expand the data, in addition 
to China, the acquiring party still needs to retain the registration place in Bermuda, Cayman 
Islandss, Virgin Islands, but the main business is And the main assets are concentrated in the 
samples of mainland Chinese companies (such as Alibaba, Xiaomi, etc.); (4) Remove the samples 
in Hong Kong, Macau, and Taiwan of China; (5) Remove some samples with missing data. 
Through the above screening, a total of 498 cross-border mergers and acquisitions data from 
44 countries along the route were selected. 

The sample data required for the research in this article is mainly BvD-Zephyr (Global M&A 
Transaction Analysis Database), and the sample data provided includes country information, 
industry information, transaction amount, whether there are professional consultants, etc. The 
"Five Links Index" is derived from the annual "Belt and Road" Five Connectivity Indexes Report 
issued by the Peking University "Belt and Road" Five Connectivity Indexes Research Group from 
2014 to 2018. 

4. Empirical Results 

Table 2 reports the regression results of the " Five Connectivity Indexes " on the success rate of 
Chinese companies' M&A. Model 1 is a separate test of the control variables. It can be found that 
GDP and GDP per capita are positive for related industries and professional consultants for the 
success or failure of cross-border M&A. The level of the home country’s exchange rate, the 
amount of M&A, and geographic distance have a negative impact on the success or failure of 
cross-border M&A. At this time, Pseudo R2 is 0.136, which indicates that the model is not well-
fitted enough, and variables need to be added. 

Since the correlation between the " Five Connectivity Indexes " is about 0.5, model 2 to model 
6 gradually increase explanatory variables. Model 2 adds one of the explanatory variables to 
model 1, policy communication degree. The regression results show that the regression 
coefficient of policy communication degree (PI) is 3.432, and it is positive at the 5% significance 
level. It shows that under the circumstance that other variables remain unchanged, the degree 
of policy communication has a significant positive impact on Chinese companies' mergers and 
acquisitions in countries along the “Belt and Road”. Model 3 adds one of the explanatory 
variables on the basis of Model 1 to the degree of facility connectivity (II). The coefficient of this 
variable is positive (0.133) but not significant, indicating that the degree of infrastructure 
construction has a small positive impact on cross-border mergers and acquisitions. Model 4 On 
the basis of Model 1, one of the explanatory variables was added to the degree of trade 
accessibility (TI). The coefficient of this variable is positive (1.342) but not significant, 
indicating that the construction and perfection of unimpeded trade has less positive impact on 
cross-border mergers and acquisitions.  

In Model 3 and It can be seen from Model 4 that after adding the variables of facility connectivity 
and trade accessibility, control variables such as market size, home country exchange rate level, 
and related industries are significantly enhanced, indicating that facility connectivity and trade 
accessibility are exogenous, although the variables Its own explanatory power is weak, but it 
enhances the explanatory power of other control variables. Model 5 adds one of the explanatory 
variables to financial mobility (FI) on the basis of model 1. The regression coefficient of this 
variable is 3.274, and it is positive at the significance level of 1%, which means that under the 
circumstance that other variables remain unchanged, capital The degree of financing has a 
significant positive impact on Chinese companies' mergers and acquisitions in countries along 
the “Belt and Road”. Model 6 adds one of the explanatory variables based on model 1 with the 
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commonality degree (CI) of the people’s mind. The regression coefficient of this variable is 
4.234, and it is positive at the 1% significance level. The degree of similarity has a significant 
positive impact on Chinese companies' mergers and acquisitions in countries along the "Belt 
and Road". 

The χ2 statistics of all models are significant at the 1% level, indicating that the hypothesis that 
all coefficients in all models are 0 can be rejected. The addition of financial access has the 
highest degree of interpretation of the model (Pseudo R2=0.514), indicating that the 
cooperation and financing of capital, currency, and credit markets between countries are most 
conducive to the success of mergers and acquisitions, which is consistent with common sense. 
Based on the above model, it is in line with the hypothesis that the degree of interconnection 
between China and the host country in terms of policies, economy and trade, facilities, and 
people’s hearts has a positive impact on the success or failure of cross-border M&As. 

 

Table 2. Empirical test Result 
 Model 1 Model 2 Model 2 Model 2 Model 2 Model 2 

PI  
3.432** 
(4.456) 

    

II   
0.133 

(0.234) 
   

TI    
1.342 

(0.455) 
  

FI     
3.274*** 
(5.345) 

 

CI      
4.234*** 
(6.232) 

SOE       

geo 
-2.023 
(0.345) 

-3.023** 
(0.889) 

-1.343* 
(2.353) 

-5.023*** 
(3.224) 

-1.098 
(0.223) 

-2.134** 
(1.389) 

gdp 
6.246** 
(1.456) 

7.346* 
(3.443) 

2.346(1.434) 
4.487* 
(3.245) 

8.346** 
(3.987) 

7.899* 
(3.887) 

dgdp 
7.234*** 
(1.175) 

4.385 
(0.375) 

7.385*** 
(1.669) 

4.345 
(0.254) 

5.221** 
(1.475) 

7.876*** 
(1.875) 

exch 
-0.765 
(1.398) 

-1.345 
(0.232) 

-4.55*** 
(2.134) 

1.047 
(0.232) 

-4.245*** 
(2.113) 

-1.763 
(0.564) 

industry 
5.375* 
(0.986) 

5.332* 
(0.884) 

8.232** 
(1.244) 

3.332 
(0.284) 

7.392*** 
(1.884) 

5.332 
(0.284) 

value 
-2.475 
(0.998) 

-2.345 
(0.247) 

-4.242*** 
(1.347) 

-5.432*** 
(1.849) 

1.345 
(0.987) 

-2.345 
(0.247) 

vendor 
1.365** 
(3.284) 

0.365 
(5.344) 

0.232 
(3.234) 

0.365 
(5.344) 

1.345** 
(3.344) 

2.364*** 
(8.344) 

constant 
7.376*** 
(7.864) 

2.376*** 
(3.464) 

1.234*** 
(1.423) 

2.332*** 
(3.421) 

8.376*** 
(9.451) 

6.343*** 
(7.354) 

Log likelihood -426.32 -374.34 -765.33 -806.22 -546.22 -876.22 
Prob>χ2 0.0028 0.0032 0.0036 0.0018 0.0005 0.0008 

Pseudo R2 0.136 0.278 0.245 0.327 0.514 0.432 

 

5. Conclusion 

This paper uses 487 data on China's mergers and acquisitions in 44 countries along the “Belt 
and Road” from 2009 to 2019, and uses a logistic regression model to conduct an empirical test. 
The conclusions are as follows: 

Judging from the full sample, the higher the degree of China-host country policy communication, 
facility connectivity, unimpeded trade, financial connectivity, and people-to-people 
connectivity, the higher the success rate of Chinese companies' cross-border mergers and 
acquisitions in countries along the “Belt and Road”. The main path of influence is from the 
national level of policy, trade, capital, facilities, and people’s cooperation and exchanges, the 
deeper the connection, the enhancement of information transparency and investment 
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convenience, the lower the barriers in other areas, and the higher the success rate of Chinese 
companies’ cross-border mergers and acquisitions. From the standpoint of a single indicator, 
the degree of financial access, the degree of similarity between the people and the degree of 
policy communication play a positively significant role, and the degree of trade access and 
facility connectivity play a smaller role. 

When companies choose overseas mergers and acquisitions, they should pay attention to the 
impact of the degree of multi-level connectivity between China and the host country on mergers 
and acquisitions. When selecting investment areas for cross-border mergers and acquisitions, 
Chinese companies should try their best to choose countries with high policy communication, 
facility connectivity, unimpeded trade, financial connectivity, and people-to-people 
connections. The characteristic is that it is regional economic integration at the formal 
institutional level, such as policy and law. "Give the green light" to eliminate trade barriers, 
finance financing, reduce trade and investment costs, and lay a solid foundation of public 
opinion at the informal institutional level to reduce the impact of host countries’ anti-Chinese 
sentiment on mergers and acquisitions. Companies should also formulate clear goals before 
acquiring overseas. For M&A plans, professional consultants are hired to fully understand the 
host country’s M&A review system. 
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