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Abstract

Abstract

Mergers and acquisitions (M & A), as an effective way of business expan-
sion, has been adopted by more and more enterprises. The “time efficiency ad-
vantages” it showed have changed the way of enterprise development by depen-
ding on original self —accumulation. With continuous development of Chinese e~
conomy, M &. A in enterprises is no longer for the pursuit of short—term eco-
nomic interests, but based on optimizing resource allocation, sets enterprise sus-
tainable development as its main goal. As a result, strategic acquisitions among
different firms have become the main type of acquisitions. However, as proved by
practice, strategic acquisitions have more complicated decision process, longer cy-
cles and more uncertainties compared with traditional financial acquisitions, thus
bringing greater risk to M & A firms. Therefore, researching on issues of finan-
cial risk in M & A and constructing an effective financial risk management system
of strategic acquisitions is of momentous theoretical and practical significance for
achieving effectiveness and security of M & A in Chinese enterprises.

Starting with borrowing ideas from general risk management methods and
management theories and combining the status quo of business strategic acquisi
tions, this paper analyzed and explored connotation, characteristics and classifica-
tion of strategic acquisitions financial risk as well as contents and implementation
steps of risk management. In addition, it also proposed a basic framework of stra-
tegic acquisition financial risk management, which laid a theoretical foundation
for further research into issues of strategic acquisitions financial risk.

Second, critical risk factors of strategic acquisitions financial risk were iden-
tified. On the basis of literature research and face — to — face enterprise inter-
views, this paper assumed potential risk factors of strategic acquisition financial
risk from perspectives of M & A environment, M &. A decision—making, M &
A transaction, organizational integration, cultural integration, staff integration,
operational finance integration and so on. Then through regression analysis, risk
factors with regression significance were identified out, which constitute a critical
risk factor set leading to the consequences of strategic acquisitions financial risk

and provide reference for further research into strategic acquisitions financial risk.
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Third, relationships of interaction path between strategic acquisitions finan-
cial risk factors and risk consequences were revealed. Applying the method of
Structural Equation Modeling (SEM), this paper analyzed the interaction rela-
tionships between strategic acquisitions financial risk factors and risk conse-
quences, and recognized path effects of strategy risk formation. Then we carried
out a fit testing on the global model through Preliminary Fit Criteria, Overall Fit
Criteria and Internal Structure Fit Criteria, and conducted a path— utility analy-
sis.

Fourth, an Extension Comprehensive Evaluation Model of enterprise strate-
gic acquisition financial risk was built. Borrowing ideas from extenics, the paper
constructed a matter — element model of enterprise strategic acquisition financial
risk comprehensive assessment, and comprehensively evaluated enterprise M &. A
financial risk by using correlation function in extenics. This model can not only
calculate the overall level of enterprise M & A financial risk, but also comprehen-
sively and clearly provide qualitative and quantitative evaluation of financial risk
of concerning enterprises, reflecting enterprises advantages and disadvantages in
M &. A management.

Finally, this paper explored strategic acquisition financial risk control and
prevention methods and tactics. Based on the analysis of connotation, characteris-
tics and principles of strategic acquisition financial risk control, it then analyzed
general control techniques applied in strategic acquisition financial risk manage-
ment such as risk aversion, risk transfer, loss control, risk retention, and pro-
posed various financial risk control measures in strategic acquisitions.

Key words: strategic merger and acquisition financial risk; risk identification;

formation mechanism; risk assessment; risk control
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