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Can Cross-border M&As Promote Economic Growth?

Research on FDI Entry Modes, Endogenous Investment and Economic Growth

Li Chang"*, Li Shanmin"*, Chang Philip* and Shi Xinxiang™"*
(1.Sun Yat-sen Business School, Sun Yat-sen University, Guangzhou 510275
2.Haskayne School of Business, University of Calgary, Canada T2N1N4;
3.School of Business, Guangzhou University, Guangzhou 510006
4.Institution of Merger, Acquisition and Restructuring,Sun Yat-sen University, Guangzhou 510275)

Abstract ; Classical literature holds that only greenfield investments could promote host countries’ economic growth, but in our opinion,
cross-border M&A could also promote economic growth by the “re-investment process”. Through an empirical research with the data of
173 countries and regions, we prove the opinion and find that the re-investment process would work only if the host country has a sound
financial system and a stable institutional environment; we also find that, in developed countries FDI is a stronger driver to economic
growth than domestic investment, while in developing countries, FDI and domestic investment are equal drivers.

Key words: FDI, greenfield investment, cross-border M&A, economic growth
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