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Abstract. Mergers and acquisitions (M&As) are increasingly being used in the business world, and this process plays 
an important role in economic theory and lays the foundations for sustainable business development. The global re-
covery in foreign direct investment (FDI) was strong in 2015, with global FDI flows jumping by 38%, their highest 
level since the global economic and financial crisis of 2008–2009. A surge in cross-border M&As to $721 billion, 
from $432 billion in 2014, was the principal factor behind the global rebound. These M&As were partly driven by 
very large corporate reconfigurations by multinational enterprises (MNEs), i.e. changes in legal or ownership struc-
tures, including shifting their headquarters for strategic reasons and tax inversions. This paper examines the key 
M&As stimulating strategic objectives and causes, and ways of this process, as well as the cross-border M&As market 
activity. The objective of this paper is to identify ways, purposes and reasons of M&As transactions, and to present the 
factors influencing this process and market activity. The object of this research is the M&As transactions market. Re-
search methodology of this paper is based on scientific literature and statistical information systematic, comparative, 
logical and econometric analysis. 
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Introduction 

Mergers and acquisitions (M&As) of enterprises are becoming increasingly frequent, as the business environment is 
complex and changing. M&As are increasingly being used in the business world by enterprises to take strategic posi-
tions. Smaller enterprises, which are incapable of competing in the international market, are forced to bring them-
selves under the protection of large international enterprises. An enterprise using strategic planning to ensure its sur-
vival are continually confronted with the problem of whether to promote the growth externally or grow using internal 
resources (Campbell et al. 2008; Roman, Rusu 2011; Kotane, Kuzmina-Merlino 2012). External expansion is related 
to business mergers. The debate on this issue is an ongoing process. 

Many enterprises merge in order to expand their activities and to diversify the risks of such activities. It is also 
highly important to evaluate the strategic and organisational competencies of the enterprises undergoing a merger. 
By acquiring the strategic and organisational competencies at the time of the merger, it is possible to ensure the com-
pany’s growth and gain a competitive advantage, boost low productivity, increase turnover and profitability, and 
improve management efficiency (Lin et al. 2006; DePamphilis 2010; Gaughan 2015). 

There exist various reasons for which enterprises merge or acquire one another. Corporate M&As are generally 
more frequent under good economic conditions in the hope of a future which is at least not worse, if not better, than 
the current situation. It is expected that corporate M&As may help to capture new technological opportunities, to 
enhance an enterprise’s trademark, to achieve a variety of synergistic effects, economies of scale and management, 
improved allocation of resources, and growth of market power, and to attain a number of other goals (Cornett et al. 
2006; Parikh 2011). Nevertheless, in aiming at a successful completion of the merger or acquisition process it is nec-
essary to assess a number of key aspects and prepare for possible surprises as early as at the beginning of the process. 

While the number of strategic M&As worldwide continues to grow, the experience of this process shows that 
this growth strategy may be not only successful, but also unsuccessful: merged enterprises fail to gain the expected 
benefits, business value and profitability fall, skilled workers are lost. However, researchers and practitioners alike 
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claim that M&As nonetheless bring financial benefits. For the enterprises which are active in M&As markets, such 
transactions may ensure a lasting success, whereas for the individuals successfully managing this process it may 
become one of the most important moments spanning their entire career. 

The topic of M&As is becoming the subject of studies in the continuously growing circle of researchers in dif-
ferent fields around the world. Recently, the volume of global investments focused on the implementation of merger 
processes has increased significantly (Gruodis 2009; Bevins et al. 2010). The practical significance of mergers both 
from the strategic and monetary perspectives has increased. The authors in different scientific fields who have re-
searched on reasons for mergers have, within the limits of their scientific interests, provided very different interpreta-
tions of the mergers and their impact on the further activities of an enterprise. Some financial professionals, when 
considering the processes of corporate mergers, have focused on the shareholder value being acquired (Cornett et al. 
2006). An analysis of other studies has found that mergers do not always promote increase in an enterprise’s value, 
taking account of both short- and long-term indicators of the enterprise (Fraser, Zhang 2009; Agrawal, Knoeber 
2012), while some authors have argued that mergers may even reduce the value of the enterprise subject to acquisi-
tion and affect the volatility of the profit earned (Chatterjee 2007; Campbell et al. 2008). 

The objective of this paper is to identify ways, purposes and reasons of M&As transactions, and to present the 
factors influencing this process and market activity special attention paying for cross-border M&As factors. 

The object of the research is the M&As transactions market. 
Research methodology is based on scientific literature and statistical information systematic comparative, logi-

cal and econometric analysis. 

Methods, goals and reasons for mergers and acquisitions (M&As) of enterprises 

In searching for possibilities and ways to increase an enterprise’s business value, the restructuring of enterprises can 
be implemented through mergers or acquisitions of such enterprises (DePamphilis 2010; Adam, Jacob 2012; 
Gaughan 2015; Garskaite-Milvydiene, Burksaitiene 2016). Therefore, depending on the methods of business restruc-
turing some of them may include (Cornett et al. 2006; Neary 2007; Baraz, Sakar 2011; Deng et al. 2013): 

 Mergers – a transaction by which a completely new enterprise is created, while former enterprises are 
joined into a new element. Mergers can be described as all the cases when two entities are mutually inte-
grated to form a new organisational structure; 

 Acquisitions – a transaction by which one enterprise or natural person acquires another business. Such an 
acquisition is usually financed by cash or a certain debt instrument (e. g. by issuing bonds). Acquisitions 
can be defined as the situations when another business or a controlling interest in another enterprise is ac-
quired, but both entities continue to exist. 
The Law of the Republic of Lithuania on Companies (Lietuvos Respublikos akcinių bendrovių įstatymas [Law 

of the Republic of Lithuania on Companies] 1994) provides that companies may merge in the following ways: 
1) by way of merger by acquisition, when a company resulting from the reorganisation acquires other (one or 

more) companies which cease to exist as legal persons; 
2) by the formation of a new company from the companies which cease to exist as legal persons. 

In order to identify the strategic goals of M&As, possible types of mergers should be distinguished, as they de-
termine the key goals pursued by executives of enterprises and search for opportunities (Cullen, Praveen 2011; Bur-
kart et al. 2012; MacNab, Worthley 2013; Milichovsky, Simberova 2015). 

Three types of M&As are usually distinguished (Ginevičius et al. 2005; Neary 2007; Lin et al. 2006, 2008; De-
Pamphilis 2010; Brigham, Daves 2012; Gaughan 2015): 

 Horizontal – mergers of competing enterprises in the same industry. A horizontal merger is a union of the 
enterprises engaged in similar competing activities and producing the same product, that is, purchase of 
another enterprise in the same industry. Such an acquisition aims at achieving the economies of scale in 
production and distribution, as well as a greater weight on the market. It is also possible to distinguish a 
similar – concentric – type, when the enterprises linked by similar production processes, technologies or 
product lines are purchased. Upon completing the acquisition, it is expected to take advantage of shared 
resources and shared distribution channels and enter the market for the product concerned; 

 Vertical – mergers of the enterprises linked by certain relationships, for example, the purchasing enter-
prise is the supplier or purchaser (customer) of the product of the enterprise being purchased. A vertical 
merger is a union of the enterprises in different areas of activity which are characterised by direct techno-
logical and commercial links. This type of mergers means that an enterprise is joined with one of its sup-
pliers which limits competition and there exists a strong customer-supplier relationship. Vertical integra-
tion is generally used when the intermediate product market is imperfect, for example, due to scarcity of 
resources, or in order to control the specifications of the intermediate product; 

 Conglomerate – mergers of the enterprises operating in completely different areas. A conglomerate merger 
is a union of enterprises in different industries which are not interrelated technologically, that is, which 
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manufacture the products directly independent of each other. In this case, the purchasing enterprise ex-
pects to increase its stability and balance the enterprise’s income portfolio by acquiring an enterprise in an 
unrelated industry. 
In considering the potential of enterprises to create added value through a merger, not only the type of a corpo-

rate merger, but also such aspects as the degree of relatedness of the enterprises or the nature of acquisition of an 
enterprise are often analysed as an important factor. In the case of a merger of similar enterprises, additional business 
value may be created by acquiring market power and achieving economies of scale. Potential efficiency gains in 
respect of a merger of different businesses are more general in nature. Such gains may be determined by reduced 
financing costs due to an increase in risk diversification, achieved administrative efficiency, acquired human capital 
of higher qualifications, and, as a result of corporate growth, an increase in market power (Lin et al. 2006; Chatteqee 
2007; Hennephof 2009). Thus, to merge or to acquire an operating business is less risky and there is no need to wait 
for it to give tangible results, investments are safer – there are more advantages, although there are also disad-
vantages (Table 1). However, when purchasing an existing business it is important to not overestimate it, to assess 
threats, and to provide that finding a business suitable for a merger or an acquisition is not easy and requires time. 

Table 1. Advantages and disadvantages of M&As of enterprises (Source: Lin et al. 2006; Chatteqee 2007; Ficery et al. 2007; 
Wang, Xie 2009; Agrawal, Knoeber 2012; Brigham, Daves 2012; MacNab, Worthley 2013; Gaughan 2015) 

Advantages of M&As of enterprises Disadvantages of M&As of enterprises 

Since an enterprise is already in operation, it would be easier to 
obtain financing for the development of business and expansion of 
activities; 
The enterprise’s products or services offered in the market are 
known, it is possible to increase the enterprise’s capacities; 
The enterprise’s marketing tools are verified and effective, it is 
possible to expand the market; 
It is possible to take advantage of shared resources, common distri-
bution channels, enter the market for the product concerned; 
Economies of scale and other synergistic effects are achieved; 
Human resources are qualified, it is possible to change or expect a 
more efficient management. 

M&As of enterprises may require considerable invest-
ments, including the price of a business being acquired,  
the costs of the studies carried out; 
Newly created enterprise may face the post-integration 
difficulties related to the enterprise’s management, organi-
sational structure, the need for additional business financ-
ing, as well as the attitude of employees, customers, and 
suppliers. 

 
Economic theory provides a number of possible reasons for corporate M&As, and it is difficult to single out one 
specific reason for these processes taking place in the market, however the following could be referred to as the key 
and most common reasons (Ficery et al. 2007, Roman, Rusu 2011; Ulrich 2012a, 2012b; MacNab, Worthley 2013; 
Gaughan 2015): efficiency-related reasons are often based on economies of scale or other synergistic effects; the 
willingness to expand and increase an enterprise’s capacities; attempts to increase power and improve market posi-
tion, reduce competition; the aspiration to benefit from the opportunities offered by diversification in the manage-
ment of corporate risks; the aim to remove incompetent executives of the enterprises being acquired. 

Researchers and practitioners usually distinguish certain strategic goals of an enterprise which promote search 
for and analysis of opportunities in respect of M&As (Ficery et al. 2007; Hennephof 2009; Novickytė, Šileika 2010; 
Parikh 2011; Stankeviciene et al. 2014): 

 Consolidation of the market in a given geographical area, that is, horizontal mergers take place, with the main 
goal being acquisition of competitors in the same market, thus gaining greater market power, possibly even a 
monopoly, unless there exist sufficient legal levers; 

 Acquisition of new products, services, or technologies or continuation of their development. By entering into a 
horizontal merger and implementing this strategy, enterprises aim at increasing their competitiveness in the 
market through the acquisition of new products, services or technologies and gaining of access to additional dis-
tribution channels; 

 Entry into a new geographic market. These horizontal mergers take place when one or more enterprises per-
ceive new strategic opportunities in expanding into new markets and thus increasing their profitability. The ac-
quisition of an enterprise already having access to that market may bring synergistic benefit, and the extent of 
such benefit will depend on how much cheaper and faster it would be possible to enter the market; 

 Vertical integration. This strategy aims at entering supply or product distribution channels, thus providing a 
wider range of opportunities to regulate business. Vertical integration requires very little organisational 
consolidation and standardisation, however, it requires a high level of coordination, as enterprises linked 
by certain relationships are merged; 

 Entry into a new business sector. The aim of this strategy is, through the acquisition of an enterprise sharply 
contrasting with the acquirer’s business structure, to undertake new activities by expanding the acquirer’s range 
of services, products, and available technology. This strategy constitutes a basis for conglomerate M&As. 
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There are several ways in which M&As can enhance efficiency and overall benefits for the enterprises involved 
in a merger (Lin et al. 2008; Gaughan 2015). Larger enterprises can gain access to more cost-effective technology or 
reduce their average costs by distributing them over a larger base. Efficiency can increase also as a result of achieved 
economies of scale: the transaction may allow the merging parties to enter new markets and to sell their products to a 
broader range of customers. Finally, consolidation can improve management efficiency. Even if the businesses are 
too dissimilar to each other to be able to carry out joint activities, they can be sufficiently similar in terms of their 
strategic goals, customer profiles, and characteristics of the value chain to exchange valuable knowledge (Ficery 
et al. 2007; Agrawal, Knoeber 2012; Edwards, M. R., Edwards, T. 2013). 

By entering into a merger, two enterprises expect from a synergistic effect (that is, the possibility to operate 
more efficiently) that it will be possible, by joining several businesses, to increase the volume of activities and reduce 
costs to a greater extent than it would be possible by each of them operating separately. The concept of synergy is 
usually presented in the following format: “2 + 2 = 5”, which means that two enterprises operating jointly create for 
their shareholders a higher value than they would create if operating separately (Ficery et al. 2007; Lin et al. 2008; 
Wang, Xie 2009; Brigham, Daves 2012). 

Thus, a synergistic effect is usually categorised into: 

 Financial synergy, which is manifested through reduced costs of capital of the purchasing enterprise or the 
enterprise being merged and increased borrowing capacity. A larger enterprise resulting from the merger 
has better access to a variety of sources of financing, its cash flows usually become stabilised, and risks 
are reduced; 

 Operating synergy which is manifested through income increase and cost reduction. Increase of income is 
understood as the ability to make use of another enterprise’s distribution channels and its customers. Cost 
reduction is understood as economies of scale that is making better use of the same resources to achieve 
increased production levels. In this case, it is possible to observe a decline in marginal fixed costs. An en-
terprise which seeks to acquire another business for the purpose of diversification (splitting) of activities 
usually acquires an enterprise from a completely unrelated industry, that is, the one having uncorrelated 
(unrelated to each other) cash flows. While such a splitting of activities is highly risky, because there may 
be a lack of experience in managing business in another area of activities, but in most cases the risk is jus-
tified. Diversification allows to stabilise enterprises’ cash flows, because while one enterprise’s profitabil-
ity is declining, the profitability of another enterprise may increase, hence in the long run, downturns in 
one activity may be offset by upturns in other activities. 
M&As must always correspond to the goal of maximisation of shareholders’ benefits, and it is important to 

compare M&As against alternatives of internal investment. Therefore, in general terms the following main reasons 
for these processes may be distinguished (Campbell et al. 2008; Wang, Xie 2009; Parikh 2011; Kotane, Kuzmina-
Merlino 2012; Gaughan 2015): 

 Synergistic operating economies– synergistic effect. Operating economies can be achieved by combining 
activities of two or more enterprises in marketing, procurement, accounting, market share, integration of 
production lines, and in other areas. In respect of a synergistic effect, it is necessary to determine the value 
of each of the enterprises separately and then the value of a merged enterprise resulting from restructuring, 
redundancies, and other changes. Firstly, the balance sheets are simply added together and subsequently 
adjusted, taking into account the areas where there may be sources of synergies (cost reduction or effi-
ciency increase). The resulting difference is the value of synergistic effect in money terms. When acquir-
ing an enterprise, the purchasing enterprise should not pay a premium that would be in excess of the syn-
ergistic effect; 

 Increase in size. A merger is for an enterprise the fastest way to grow (as an alternative – to grow through 
long-term internal investments). In addition, internal growth sometimes has limits due to competitors, the 
patents held by them, etc.; 

 Taxes. Mergers sometimes take place when one of enterprises aims at protecting its profits against taxa-
tion; 

 Acquisition of new raw materials, equipment, and technology. They are purchased together with the enter-
prise being purchased; 

 Acquisition of financial sources. If the enterprise being purchased is characterised by a large property base 
and low debt, the purchasing enterprise can expand its borrowing capacity; 

 Acquisition of sound management; 
 Time savings when entering new markets; 
 Diversification. One of the reasons for mergers is activity diversification, which reduces risks; 
 Profit growth. A merger allows to quickly show increased profits, as it increases earnings per share. How-

ever, over a longer period of time this effect may be lost. 
To sum up, it can be claimed that even in the absence of possibilities to achieve any significant synergistic ef-

fects, mergers of enterprises will still take place provided that the acquiring enterprise perceives the capacities of the 



Burksaitiene, D.; Garskaite-Milvydiene, K. 2017. Cross-border mergers and acquisitions factors  
in joining the European Union countries 

163 

enterprise being acquired, the entire economic potential of the businesses being acquired. In this case, upon taking 
over the control of the enterprises being acquired they are able to manage them much more effectively, to use availa-
ble resources in the most rational way possible, and to obtain synergistic results. 

Factors and process of mergers and acquisitions (M&As) of enterprises 

The main factor affecting possibilities of the implementation of the M&As process, regardless of the goals pursued 
by merging enterprises, is the legal system of the countries in which the enterprises are willing to merger character-
ised by strict requirements focused on the promotion of competition and antitrust restrictions.  

The merger process is affected by various forces which complicate the implementation of set goals of mergers / 
acquisitions. There are five main factors which make the integration process cumbersome and which also depend on 
each other and reinforce each other’s negative effect (Lin et al. 2006; Chatterjee 2007; Hennephof 2009; Novickytė, 
Šileika 2010; Adam, Jacob 2012; Agrawal, Knoeber 2012; Deng et al. 2013; Edwards, M. R., Edwards, T. 2013): 

 Individual feeling of uncertainty and ambiguity – the situation when following a merger both employees of two 
enterprises and these enterprises’ executives are somewhat confused due to future uncertainty, perceived new 
opportunities or threats. Therefore, while comprehensively evaluating M&As, along with financial, legal, stra-
tegic, and tactical aspects, it is particularly important to never forget the human factor; 

 Organisational policy – corporate mergers can promote changes in the management and organisational hierar-
chy of the acquired enterprise. Such political activity leads to certain instability for some employees in discov-
ering new opportunities and for others in facing new threats; 

 Voluntary withdrawal of key employees – a situation where, due to disagreements with the new management, 
the inability or unwillingness to adapt to the changed environment and, ultimately, due to certainty as to their 
chances of finding a new job, the key employees possessing the largest talent and most extensive knowledge 
and the highest-ranking executives voluntarily withdraw from an enterprise. The loss of such valuable people 
inevitably has a negative effect on the value of enterprises and possibilities of realising synergies, because the 
success of acquisitions is, to a large extent, determined by the ability of directors to gain the trust of employees 
and their support for such investment, and the high quality of employee relations is among the key circumstanc-
es facilitating the merger integration process; 

 Loss of customers – customers may also perceive a merger as determining future uncertainty, may be worried 
about the continuity of earlier agreements and contracts or simply unhappy with new procedures and changed 
corporate policy; 

 Cultural resistance occurs when there emerge irreconcilable cultural differences and, consequently, there rise 
additional problems in implementing integration plans. 
The process of M&As itself may be divided into several stages (Neary 2007; Lin et al. 2008; Baraz, Sakar 

2011; Agrawal, Knoeber 2012; Brigham, Daves 2012; Gaughan 2015): 

 To conduct research prior to a merger or an acquisition. The situation of an enterprise itself is evaluated 
and it is determined whether a merger or an acquisition would be the right strategy. If the enterprise ex-
pects that in the future it will be difficult for it to maintain quality, market share, return on capital, or other 
relevant factors, a merger or an acquisition may be the right step. It is important to determine whether the 
enterprise could achieve its goals through internal development, for example, growth of its market share 
over the coming years. It is also needed to evaluate one’s enterprise as to whether it is adequately estimat-
ed (that is, the share price corresponds its actual value); 

 To identify the enterprise planned to be acquired, that is, the target of a merger or an acquisition. The tar-
get must meet the enterprise’s strategic objectives. In this phase, it is also recommended not to use the 
services of external companies (investment banks), as the search and selection should be carried out as 
impartially and confidentially as possible; 

 To study and evaluate the potential target. The aim is to ascertain that the choice which has been made is 
really good. In this phase, an evaluation is performed, and the activities of the target and the processes tak-
ing place in it are analysed in greater detail. In most cases, it is at this point that an initial in-depth evalua-
tion takes place. Its aim is to consider the potential synergy effect of a merger, the value of an enterprise 
resulting from the merger. In this phase, the study may be carried out by investment banks; 

 To effect a merger or an acquisition through negotiations. Upon selecting and analysing the target, negoti-
ations over a merger or an acquisition can be initiated. It is necessary to evaluate the resistance of the en-
terprise planned to be acquired, the price bargaining strategy, and the price which could be offered in the 
first stage of the negotiations; 

 Integration following a merger or an acquisition. If everything goes as planned, both enterprises announce 
about their merger in public and sign a formal contract. Since every enterprise is different, following the 
merger it is necessary to harmonise operations, internal culture, teams, executives and management levels, 
information systems, and many other issues. This phase is the most difficult one. Integration can be of 
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varying depth, from full (when two enterprises become a single enterprise from all perspectives, taking 
advantage of the best operating practices of both enterprises) to minimum (when only duplicate staff is re-
duced, but both enterprises remain decentralised and daily operational decisions are taken separately). If 
the integration is successful, a synergistic effect should be achieved. However, in reality the perception 
and success of M&As is a vague matter. 

M&As market activity 

A corporate M&As can be seen as an investment. As the Monterrey Consensus emphasised, investment is a powerful 
catalyst for innovation, economic growth and poverty reduction (Report to the High-Level Development Working 
Group 2011). Private sector investment is a major source of growth. Foreign investment is a major component of 
private investment and accounts for a significant share of capital formation, especially in low-income countries 
(LICs). 

It is widely accepted that expansion of private investment, both domestic and foreign, is a main impetus for 
economic growth. Such as, a number of countries that have had high growth rates through the past two decades have 
also had consistently higher private investment than countries that did not experience such sustained economic ex-
pansion. Greater levels of private investment tend to accompany greater levels of gross domestic product (GDP) 
growth and development. As domestic private investment remains the principle source of global capital formation, its 
importance to the growth and development strategy of developing countries is paramount. 

In accordance with the United States-European Union High Level Working Group on Jobs and Growth, private 
sector investment, including domestic and foreign direct private investment, when operated in a responsible manner, 
can be a key driver of economic development, job creation and inclusive growth (Final Report 2013). 

According to Bauer and Matzler (2014) next to strategic alliances and joint ventures, M&As are an important 
source of external growth and corporate development. 

It is a well-known fact that M&As come in waves (Golbe, White 1993; Kummer, Steger 2008; Burksaitiene 
2010), in which the number of deals swelled, peaked then tumbled. Golbe and White (1993) were among the first to 
observe empirically the cyclical pattern of M&As activity. Kummer and Steger (2008) distinguished the six life cy-
cles of M&As waves: 

1st – 1887–1907; 
2nd – 1919–1933; 
3rd – 1955–1975; 
4th – 1980–1989;  
5th – 1992–2002; 
6th – 2003–2007. 
After the 2008–2009 global economic-financial crisis began economic stagnation which provoked at least for 

some countries new waves of M&As. 
In accordance with Trade and Development Report (2016), in 2016 global output is likely to decelerate moder-

ately to a growth rate around 2.3%, compared with 2.5% 2015. This is the sixth year in a row that the global econo-
my repeats a modest expansion, well below that of pre-crisis levels. This year’s performance reflects an expected 
slowdown in developed countries growth, from 2 to 1.6%; economic stagnation in transition economies, an im-
provement over their contraction in 2015; and the continuing growth in developing countries of about 4%, resulting 
from sustained growth in most Asian countries, a deceleration in Africa and economic recession in Latin America 
and the Caribbean. 

The growth of global merchandise trade volume slowed to 1.5% in 2015, from 2.3% in 2014, and the slow pace 
has continued through the first half of 2016. This trend, which began in 2012, has been more pronounced than for 
world output. 

The further research of this paper authors results have proved that the growth of cross-border M&As was pro-
voked by the expansion of the European Union and by consequently changing terms of international trade. 

Correlation of GDP growth and the dynamics of value of cross-border M&As  
of countries EU members from 2004 

Logic suggests that gross domestic product (GDP) growth pattern directly influences the dynamics of cross-border 
M&As. Change of former command economies to free market system and further entrance to European Union (EU) 
should have impact also. So, authors had formulated the first hypothesis that the next year after becoming the mem-
ber of EU a wave of cross-border M&As (sales) should rise. 

The second hypothesis is that the dynamics of the GDP (Table 2) should correlate with that of value of cross-
border M&As of analysed countries (Table 3). 
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Table 2. GDP at market prices (current prices, million euro)  
of countries EU members from 2004, years 2005–2015  

(Source: prepared by the authors, according to Eurostat data 2016) 

Country/Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Czech Republic 109 394 123 743 138 004 160 962 148 357 156 370 164 041 161 434 157 742 156 660 166 964 

Estonia 11 262 13 522 16 246 16 517 14 146 14 717 16 668 17 935 18 890 19 758 20 252 

Cyprus 15 039 16 264 17 591 19 006 18 674 19 300 19 731 19 467 18 118 17 567 17 637 

Latvia 13 726 17 264 22 679 24 355 18 749 17 789 20 169 22 021 22 816 23 608 24 349 

Lithuania 21 002 24 079 29 041 32 696 26 935 28 028 31 275 33 348 35 002 36 590 37 331 

Hungary 90 590 91 399 101 692 107 637 93 809 98 323 100 820 99 086 101 483 104 953 109 674 

Malta 5 142 5 386 5 758 6 129 6 139 6 600 6 835 7 161 7 631 8 426 9 250 

Poland 246 201 274 603 313 874 366 182 317 083 361 804 380 239 389 369 394 721 410 990 429 794 

Slovenia 29 235 31 561 35 153 37 951 36 166 36 252 36 896 36 003 35 917 37 332 38 570 

Slovakia 39 348 45 530 56 242 66 003 64 023 67 577 70 627 72 704 74 170 75 946 78 686 

 
The third hypothesis is: isolated decisions to merge or acquire large scale companies may have impact on the dynam-
ics of value of cross-border M&As of analysed countries. 

For the analysis of these hypothesis graphical and correlation analysis was chosen. 
 

Table 3. Value of cross-border M&As, by economy of seller (net sales, current prices, million euro)  
of countries EU members from 2004, years 2005–2015  

(Source: prepared by the authors, according to UNCTAD data 2016) 

Net sales 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Czech Republic 7 708 1 449 337 406 3 449 –703 1 009 48 2 148 4 266 2 503 

Estonia 102 4 –81 162 39 4 333 75 –105 31 –42 

Cyprus 30 369 1 783 1 194 66 919 1 089 66 1 882 1 654 120 

Latvia 11 14 64 287 152 72 1 1 5 65 204 

Lithuania 76 122 48 253 32 623 537 50 40 105 30 

Hungary 3 073 2 934 2 834 2 542 2 585 296 2 386 123 –1 470 –379 40 

Malta 15 649 –118 0 18 418 0 123 9 295 17 

Poland 1 850 971 932 2 216 929 1 584 13 868 1 059 534 1 242 1 428 

Slovenia 184 19 78 615 0 440 71 424 40 658 181 

Slovakia 146 244 90 200 29 0 0 162 719 –1 1 113 

Total 13 195 6 775 5 967 7 875 7 299 3 653 19 294 2 131 3 802 7 936 5 594 

 
In 2013–2015, the most active economic sectors in the Baltic M&As market were Construction and Real Estate, Ser-
vices, Technology, Financial Services, and Energy and Utilities. Although transaction values vary greatly, the value 
of most typical Baltic M&As transaction remains in the EUR 1–5 million bracket (Baltic M&A Deal Points Study 
2016). Data about the net sales of cross-border M&As (Table 3) is lower but does not contradict the total sales data 
presented in Baltic M&A Deal Points Study (2016). 

Graph of Value of cross-border M&As, by economy of seller (net sales, current prices, million euro) of coun-
tries European Union members from 2004, years 2005–2015 (Fig. 1) allows to come to the two conclusions: the first 
one: this indicator is changing cyclically. 
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Fig. 1. Value of cross-border M&As, by economy of seller (net sales, current prices, million euro)  
of countries EU members from 2004, years 2005–2015 (Source: prepared by the authors) 

The second conclusion is: sometimes happen huge waves of cross-border M&As in separate countries. These waves 
do not allow compare cyclical components of value of cross-border M&As in separate countries. Much easier is ana-
lyse the cyclicality of this process using value of cross-border M&As, by economy of seller, presented as percent of 
GDP of countries European Union members from 2004, years 2005–2015 (Table 4). 

Table 4. Value of cross-border M&As, by economy of seller (as percent of GDP)  
of countries EU members from 2004, years 2005–2015  

(Source: prepared by the authors, according to UNCTAD data 2016) 

Net sales 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Czech Republic 7.05 1.17 0.24 0.25 2.33 0.45 0.62 0.03 1.36 2.72 1.50 

Estonia 0.91 0.03 –0.50 0.98 0.28 0.03 2.00 0.42 –0.56 0.15 –0.21 

Cyprus 0.20 2.27 10.14 6.28 0.35 4.76 5.52 0.34 10.39 9.42 0.68 

Latvia 0.08 0.08 0.28 1.18 0.81 0.40 0.01 0.01 0.02 0.28 0.84 

Lithuania 0.36 0.51 0.17 0.77 0.12 2.22 1.72 0.15 0.11 0.29 0.08 

Hungary 3.39 3.21 2.79 2.36 2.76 0.30 2.37 0.12 –1.45 –0.36 0.04 

Malta 0.29 12.05 –2.05 0.00 0.30 6.33 0.00 1.72 0.12 3.50 0.18 

Poland 0.75 0.35 0.30 0.61 0.29 0.44 3.65 0.27 0.14 0.30 0.33 

Slovenia 0.63 0.06 0.22 1.62 0.00 1.21 0.19 1.18 0.11 1.76 0.47 

Slovakia 0.37 0.53 0.16 0.30 0.05 0.00 0.00 0.22 0.97 0.00 1.41 

Average 1.40 2.03 1.18 1.44 0.73 1.52 1.61 0.45 1.12 1.81 0.53 

 
Graphical analysis of value of cross-border M&As, by economy of seller as percent of GDP (Fig. 2) revealed that 
two former offshore countries Malta and Cyprus are leaders in cross-border M&As with a peak for Malta in 2006 
and three peaks for Cyprus in 2007, 2013 and 2014. Due to Malta’s and Cyprus joining the EU these two countries 
have had to restructure their international financial sector according to EU legislation and offshore sector was affect-
ed by deep restructuring. Nevertheless, Malta and Cyprus have had preserved their relative competitive advantage in 
cross-border M&As in terms of a percent of GDP (Fig. 2). 

In such a case, (Fig. 2) with nonlinear dynamics, Pearson linear correlation analysis will give misleading re-
sults. Spearman’s rank correlation analysis suits much better, because it allows finding out correlation between 
waves of the analysed two data sets. 
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Fig. 2. Value of cross-border M&As by economy of seller as a percent of GDP of countries EU members from 2004,  
years 2005–2015 (Source: prepared by the authors) 

The biggest peaks in Figure 2 are presented by special cases of Cyprus and Malta which masks situation of value of 
cross-border M&As by economy of seller as a percent of GDP in other “normal” countries. In Figure 3 situation with 
these “normal” countries is presented. 
 

 

Fig. 3. Value of cross-border M&As by economy of seller as percent of GDP of countries EU members  
from 2004 (excluding Cyprus and Malta), years 2005–2015 (Source: prepared by the authors) 

As it was mentioned above, Figures 2 and 3 show that correlation of value of cross-border M&As by economy of 
seller as a percent of GDP of countries European Union members from 2004 (years 2005–2015) is not linear, so 
Pearson correlation coefficient is not applicable. In such situations Spearman coefficient of rank correlation rs is pre-
ferred. The results of Spearman coefficient of rank correlation analysis are presented in Table 5. 
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Table 5. Spearman coefficient of rank correlation rs of GDP relation with cross-border M&As, by economy of seller, of countries 
EU members from 2004, years 2005–2015 (Source: prepared by the authors) 
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2005 32 1 11 3 11 11 11 8 11 6 11 1 11 7 11 3 11 5 11 6 11 2 

2006 29 6 10 8 10 7 10 7 10 4 10 2 10 1 10 8 10 10 10 3 10 6 

2007 27 9 7 10 8 2 5 6 7 8 4 3 9 11 9 9 9 7 9 7 9 7 

2008 17 8 6 2 4 4 1 1 5 3 2 5 8 10 6 2 2 2 7 4 6 4 

2009 25 3 9 5 5 9 8 3 9 10 9 4 7 5 8 10 6 11 8 8 8 5 

2010 23 11 8 7 3 6 9 4 8 1 8 7 6 2 7 4 5 3 6 10 7 10 

2011 13 7 5 1 1 5 7 10 6 2 6 6 5 9 5 1 4 8 5 9 5 1 

2012 15 10 4 4 2 10 6 11 4 7 7 8 4 4 4 7 7 4 4 5 4 11 

2013 19 5 3 11 6 1 4 9 3 9 5 11 3 8 3 11 8 9 3 2 3 9 

2014 21 2 2 6 9 3 3 5 2 5 3 10 2 3 2 6 3 1 2 11 2 3 

2015 11 4 1 9 7 8 2 2 1 11 1 9 1 6 1 5 1 6 1 1 1 8 

rs –0.25   –0.23   0.04   0.40   –0.30   –0.59   0.13   0.01   0.44   0.08   –0.25   

 
As Table 5 shows, Spearman coefficient of rank correlation rs of GDP relation with cross-border M&As, by econo-
my of seller, of countries European Union members from 2004 (years 2005–2015) varies from –0.59 to 0.01. 

When the degree of freedom is 11 (Table 5), the Spearman correlation coefficient has to be more than 0.6 for 
the hypothesis to be more than 95 % reliable. This means, that the influence of GDP dynamics to value of cross-
border M&As by economy of seller is not proved for the analysed countries with the necessary degree of reliability. 

But peaks do exist. One of them is after one year of joining the European Union, in 2005, when the total cross-
border M&As were one of the largest in the period of 2005–2015. The biggest volumes of cross-border M&As in 
total for the analysed countries was 19.3 bln. euro in 2011, with the 13.9 bln. euro cross-border M&As in Poland 
only (Table 3). 

Conclusions 

In this paper the theoretical analysis performed has demonstrated that the main goals pursued by M&As of enterpris-
es include the increase or maintenance of existing market share and expansion of geographical market share, acquisi-
tion of new services and products, economies of scale, corporate growth, taking advantage of a sound transaction, 
and diversification. 

The development of the M&As market is driven by the following causes: facilitated trade and globalisation, 
privatisation and decrease of legal constraints, technological progress, the pursuit of economies of scale, industry 
volatility, rise of share prices, decrease of interest rates, and strong economic growth. These factors lead to intensifi-
cation of competition, increase in the number of its forms of manifestation, acceleration of the introduction of prod-
ucts, and shortening of the product life cycle. Distribution channels are changing, while boundaries between indus-
tries are becoming increasingly blurred. 

It is absolutely necessary to analyse the historical experience of similar economic entities, to develop a clear 
and unambiguous definition of the key objectives of prospective transactions, and to consolidate the foundations for 
their realisation by analysing integration preconditions and risks and assessing potential social, emotional, and other 
employment relationship-related consequences of M&As for employees of both enterprises. It is necessary to ensure 
full understanding of the culture and organisational policy of the enterprise being taken over and to provide for a 
transitional period for the successful integration of the personnel, tasks and procedures along with the reorganisation 
of the management system and the restructuring of the enterprises’ operations. 

Empirical analysis of factors, influencing cross-border M&As (sales) revealed that the next year after becoming 
member of EU wave of cross-border M&As (sales) is rising. After one year of joining the European Union, in 2005, 
the total cross-border M&As sales were the largest in the period of 2005–2015 (Table 4 line “average”). 
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The dynamics of the GDP should is not correlated with that of value of cross-border M&As of analysed coun-
tries what is not confirmed by the Spearman coefficient of rank correlation rs analysis of this factor. Spearman coef-
ficient of rank correlation rs for GDP relation to cross-border M&As in all countries varied from 0.04 to – 0.59, what 
means, that in all analysed countries this correlation is not significant. 

The dynamics of value of cross-border M&As of analysed countries may be impacted by isolated decision to 
merge or acquire large scale companies is separate countries. As it may be observed from the case of Poland in 
2011 – 14 bln. euro and Czech Republic in 2005 – 8 bln. euro of cross-border M&As sales, these events had very 
significant influence to the total dynamics of cross-border M&As sales for the analyse group of EU countries. 
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