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Mergers and Acquisitions, Mergers and Acquisitions Pattern and
Social Welfare : An Investigation Based on the Financial Data of
Chinese Listed Corporation from 2008—2014
BAI Xue-jie, WEI Jing-jing
(College of Economic and Social Development, Nankai University, Tianjin, 300071, China;
School of Economics, Nankai University, Tianjin, 300071, China)

Abstract ; Nowadays China’s economic growth rate slows down,and the traditional mode of development is un-
stainable. The economic difficulties cause that economic transformation and upgrading becomes urgent. Economic
transformation is the inherent momentum of Mergers and Acquisitions, triggering a new wave of mergers and acquisi-
tions. In the face of the merger wave and the consequent social welfare shock, whether the government should do
something , how to regulate or antitrust should be answered. Based on the financial data of Chinese listed corporation
from 2008—2014 , this paper investigates the effect of Mergers and Acquisitions behavior on the firms’ price-cost
markup , Malmquist index and social welfare. The investigation employs the difference-in-difference and propensity
score matching methods. This paper firstly establishes a model to measure and calculate the markup of enterprises,
then analyzes the different social welfare effects of Mergers and Acquisitions when enterprises acquire with different
frequency , area and direction,in addition to the general analysis of the total sample regression.

The results show that mergers and acquisitions threaten consumer welfare in the short run because the effect of
market power is stronger than the productivity effect,and the latter tends to decline. But in the long run, after the
period of adjustment and integration, Mergers and Acquisitions can enhance consumer welfare due to the improve-
ment of resource allocation efficiency. Low-frequency Mergers and Acquisitions is a more favorable strategic choice
for enterprise , because it has no negative impact on productivity ,and the influence of market forces gradually emer-
ges in the long-term. However,low-frequency Mergers and Acquisitions is a threat to consumer welfare , thus the an-
titrust departments should pay close attention to the low-frequency Mergers and Acquisitions, especially the behavior
of large enterprises with market influence and control , constraint the behavior which may result in consumer welfare
loss. High-frequency Mergers and Acquisitions has no positive impact on productivity and short-term play a signifi-
cant role in enhancing market forces. That means enterprises pass the cost pressure on to consumers in the short
term, both resource allocation efficiency and social welfare are damaged. Fortunately the impact is temporary, long-
term social welfare is not significantly impacted. Local mergers and acquisitions have advantages of convenient infor-
mation access and the nearest management,but a large proportion of state-owned enterprises distort the influence on
social welfare. The effects on market forces of local Mergers and Acquisitions are strengthened and the advantages of
improving resource allocation efficiency are weakened. This is due to the local governments’ habit of using the
“hands” of state-owned enterprises to achieve administrative objectives. To play a more positive role of mergers and
acquisitions , local governments should give state-owned enterprises decision-making power and weaken discriminato-
ry barriers of Mergers and Acquisitions for non-state-owned enterprises. Although horizontal mergers and acquisitions
in the short term damage consumer welfare ,but the cost saving caused by the synergies long-term has a positive im-
pact. Taking into account no long-term effects on market forces and the efficiency advantages compared to vertical
and diversified Mergers and Acquisitions, government departments can appropriately encourage horizontal mergers
and acquisitions to promote the process of industrial resources integration and upgrading.

On the whole, the impact of Mergers and Acquisitions on market power and productivity is not as great as the
theoretical expectation. The marketization process in China has gone on for a long time, but the influence of the gov-
ernment in enterprise mergers and acquisitions still exists. On one hand, Mergers and Acquisitions is seen as a way
for firms to pursue scale expansion in the short term,which is lack of rational inspection and judgment. The exam-
ples of rapid decline of enterprises after merger and acquisition are not uncommon. On the other hand,local govern-
ments are accustomed to administrative intervention in market development, and state-owned enterprises have be-
come the vehicles for local governments to implement administrative intervention. Therefore , Mergers and Acquisi-
tionss in China are affected by non-market factors,thus the empirical results of the Mergers and Acquisitions effect
in China are different from the theoretical deduction and the universal experience.

Key Words : mergers and acquisitions; mergers and acquisitions pattern; social welfare
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