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Abstract

The financial storm caused by USA subprime lending crisis that has swept
the globe, seriously hindered the development of world economy. But there was
no evidence that dramatically increasing global enterprises’ consolidations ob-
structed by it, and many companies possesses strong ability was catching rare
low-cost expansion opportunities through the consolidations to accomplish the
development strategy. Especially Chinese consolidations, after the short cut of
2012, got the sharp top volum of trading quantities and price in 2013 like the
situation in 2012. According to the statistics, there was no negative influence
created by world continuous weaken economy in our consolidations, and we
have accomplished 1 232 merger deals increasing by 24. 3%, and 93. 203 billion
dollars of trading price rising by 83. 6% in 2013 compared with last year.

What is the charm of enterprise consolidation? Karl Marx thought that cap-
ital can not give up to the pursuit of surplus value, and its nature is the profit.
Enterprise consolidation is a complex economic activity, the tempting material
interests must be hidden behind it. That makes capital inevitably pursue.

From the perspective of classical economics, consolidation trades can rear-
range the combination of various resources, optimize the allocation of resources
and realize the synergistic effect of consolidation, to complete the enterprise’s
strategic development target. -

From institutional economics perspective, enterprise consolidation is the in-
stitutional evolution of combination of capital, gaming about economic institu-
tions between enterprises, which root is institutions in a non-equilibrium state,

that is, the net income of the existing institutional arrangement and structure
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are less than alternative one. To capture this new profit opportunities, the ex-
isting institutional arrangement and structure must be altered through enter-
prise’s consolidations. At the same time, various interest groups can finish the
new combination of companies’ control through the form of contracts to achieve
the established strategic development target.

From the view of enterprise consolidation’s accounting, the assessing of re-
alization and persistence of synergistic effect finally focus on the same index-
consolidated performance. From the taxation point, tax system constraints can
affect the styles of payment and the succession of preferential tax poli-
cieé. Although accounting and tax issues are difficult to be the main motivations
of consolidations, under our socialist market economy circumstances, account-
ing methods and tax attributes of enterprise consolidations exactly influence the
combined performances from different aspects.

This paper under the accounting, economics, management and other relat-
ed theory fundamentals, was based on the summarization and clarification of the
domestic and foreign research achievement about consolidation performance,
and the adoption of standard and empirical research methods, from the point of
qualitative view to define the scope of enterprise’s consolidations, merger ac-
counting methods, the target company’s tax characteristics, merger of per-
formance and consequences, to analyze and explain the effects of merger’s per-
formance caused by our listed componies’s accounting methods and tax attrib-
utes from 2004 to 2008 under the dynamic and static points. Finally, this paper
riched the research on consolidated performance, and got the following conclu-
sions:

In general, the empirical analysis results confirmed that accounting meth-
ods and tax attributes of consolidations could influence consolidated performance
in different degree. Among them, the influence degree to the capital market was
more intensive than to the Tobin’s Q in the short time and the financial indexes
in the long times, which meant that the short-term synergistic effect was the
most remarkable, and to the Tobin’s Q in short time was stronger than to the

financial indexes in the long time, which meant that the long-term synergistic



effect was the most noteless.

First, with the stretching event window, CAR of capital market signifi-
cantly increased, and the pooling of interest method can cause more significant
fluctuations of CAR than the purchase method, which shows that the capital
market estimated more positive about future development of acquiring compa-
nies using the pooling of interest method than those using purchase method, and
which may compel acquiring managers related to compensation planning with
stock option to make preference the pooling of interest method and to structure
the consolidated trade using the pooling of interest method; as to NOLs, the ac-
quiring companies dissucceeded to NOLs had higher CAR, which might relate
to the government compulsive intervention into the consolidation; and the con-
clusion of SUTB is consistent with foreign research conclusion, that is, CAR of
the acquiring companies possessing SUTB was substantial fluctuations, which
shows that capital market may hope combined company can obtain higher and
more stable annual tax deduction, and indirectly increase dividend distribution.

Second, Tobin’s Q of combined companies in the first date of balance sheet
after merger was significantly affected by the consolidated accounting methods
and tax attributes, but there was difference based on different consolidated
types and payment forms. Among them, under the controlling consolidations,
the consolidated accounting methods and tax attributes of target company influ-
enced most significantly to Tobin’s Q; under the cash payment, the consolidat-
ed accounting methods and NOLs affected most notably, but Tobin’s Q uncor-
related to SUTB.

Third, compared with financial performance before and after consolidation,
the research found whether sort the sample as the consolidated accounting meth-
ods and tax attributes of the target company, the combined business perform-
ance or financial performance did not accomplish the synergistic effect.

Finally, based on the factor analysis method, the interactive influence’ s
study of consolidated accounting method and SUTB on merger performance in-
dicated that accounting methods and SUTB can really affect the aquiring compa-

ny's long-term operating performance, aquiring firms possessing no book-tax
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differences would develop so good, the pooling of interest method consolidated
enterprises adopted could affect the performance positively, future reported
earnings of consolidated componies would have dramatic changes caused by non-
SUTB.

In sum, both theory and empirical analysis proved although there were dif-
ferent conclusions according to short-term dynamic event and linear regression
research, long-term dynamic business comparing study, these conclusions can
confirm that great differences in combined performance changed with the con-
solidated accounting methods and tax attributes. At the same time, static and
dynamic short-term analysis also means that the combined accounting methods
and tax attributes can significantly change consolidated performance, also to
supply regulators with credible theories and experience witness, to improve the
perfection of related laws and institutions, and to make both of consolidation
participators strong evidence about strategic decisions among merger considera-
tion, payment styles, options of accounting methods and taxation policies.

Key Words: Enterprise’ s Consolidation Accounting Methods Tax At-

tributes Consolidation Performance
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