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The Impact of Foreign M&A on Chinese Firms’ Capacity Utilization Rate
MAO Qilin WANG Shu
Abstract: Over the past 40 years of economic reform and open up the foreign merg—

ers and acquisitions ( M&A) in China have occurred frequently —making great
contributions to the economic growth. However with the rapid development of Chinese
economy the problem of overcapacity has become increasingly prominent. Based on
Chinese enterprise-devel micro data from 1998 to 2007 this paper systematically studies
the impact and mechanism of foreign M&A on the capacity utilization with the PSM-DID
method. The empirical results show that foreign M&A have significantly promoted the en—
terprise’ s capacity utilization. The influence mechanism finds that export expansion
R&D innovation and production efficiency are important ways for foreign M&A to increase
capacity utilization further event study shows that in the first five years after foreign
M&A it has a significant promotion effect on the capacity utilization and the effect is
characterized by an “inverted U” curve. In addition this paper also examines the hetero—
geneous impacts of foreign M&A on firms’ capacity utilization rate and finds that foreign
M&A have a greater promotion effect on the capacity utilization of enterprises in inland
districts high capital-intensive enterprises and high financial constraint enterprises. In the
end this paper uses the panel quantile regression method to examine the difference of the
effect of foreign M&A to the capacity utilization among enterprises with different capacity
utilization levels it turns out that the lower the capacity utilization the lager the positive
impact of foreign M&A on capacity utilization. These findings means the foreign M&A is
conducive to narrow down the differences between firms’ capacity utilization rates which
will play an important role in reducing social resource waste promoting resource allocating
efficiency then pushing forward industrial structure transformation and upgrading.

Keywords: Foreign M&A; Domestic M&A; Capacity Utilization; Matching
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