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Study on Risk of Foreign Capital M&As Based on Risk identification, assessment and Control
—In Perspective of Correspondence Theory of Motives and Risk
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Abstract

Since the 1990s, cross-border mergers and acquisitions (M & As) ,
especially those involving large enterprises, a huge amount of money and
important reorganization have become the most beautiful landscape in the
process of economic globalization. Such cross-border M & As are not on-
ly the vast majority of FDI flows, but also favored by the developing and
transitional countries.

However, the biggest drawbacks of such cross-border M & As is
limiting or eliminating competition, which directly reduces the number of
competitive enterprises and enhances the market concentration, even a
small number of multinational companies monopolize the market, thereby
undermining the competitive market structure in China. As the largest
developing country, China should improve the policy of cross-border M
& As to cope with the growth of investment, direct the trend of global in-
vestment-led development, and make greater economic surplus in the
process of attracting foreign investment. That's we should not only
“Guide wolves to the room” but also “Dance with wolves” . Based on
this, discussion of ways of effectively preventing the risk resulted by M &
As of foreign capital really be “without being used by foreign capital and
using them effectively” will be a challenging research work , its theoreti-
cal value and practical significance is self-evident.

Based on the existing research, this paper gives management frame-
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work of cross-border M & As risk on the basis of the “correspondence
theory of motives and risk” . Under the guidance of this framework , by
means of comparative analysis, statistical analysis combining case analy-
sis, integration of theory and empirical analysis, integration of logical
thinking and reasoning model, this paper analysis the risk characteriza-
tion of the cross-border M & As including the key risk factor identifica-
tion, risk formation mechanism, risk measures and risk-control, and
then, this paper analyzes the key issues of controlling the cross-border M
& As. Finally, this paper gives “package” of policies and measures of
management of cross-border M & As risk on the basis of “corresponding
between motives and risk” , so the Chinese government and the business
community could manage the risk of cross-border M & As on the basis of
the conclusion. »

This paper is divided into eight chapters, the main content of each
chapter are as follows:

The 1st chapter is introduction, it mainly sets out the research
background, proposes the problem in need of studying. Also, it intro-
duces and defines the main research concept, and introduces the logical
framework and the arrangements of the chapters, then, it introduces the
innovation of this study.

The 2nd is the review of the literature. Afier review the motive the-
ory and management framework of risk on cross-border M & As, and an-
alyzes the contribution and inadequate of the exiting research, this chap-
ter provide the basis for follow-up study and the construction of the anal-
ysis framework.

The 3rd chapter analyzes the “ correspondence theory of motives and
risk” . Through a questionnaire survey among the merged domestic en-
terprises, this chapter provides the report on the analysis of the “corre-

sponding between motives and risk” from the aspects of the motives of
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non-matching strategic and alienation. This part analyzes status of
cross-border M & As, the relations between the motives of the two sides
and the risk of the acquisition side. It provides the management frame-
work of risk on foreign capital M & As.

The 4th chapter analyzes the identification and formation mechanism
of the risk. The 1st part of this chapter first analyzes the composition of
risk factors on the foreign capital M & As, then, this chapter assumes
the potential risk factors on the basis of literature research results, the
features of foreign capital M & As and the resulis of the questionnaire
survey, finally, this chapter confirmed the key risk factors that signifi-
cantly influence the results of the foreign capital M & As. The 2nd part
uses Correspondence Analysis Cluster to inspect the 206 merged domes-
tic enterprises, and in this chapter, these samples are divided into 8
classes through Q factor, the combination of motives and the risk features
are described through R factors, the corresponding relationship between
the motives and the risk of the foreign capital M & As is confirmed. The
3rd part gives an empirical study on the mechanism between combination
of motives and the risk through the structural equation.

The 5th chapter takes the example of the reconstruction of XuGong.
And this part is the measurement of the risk on foreign capital M & As.
Through fuzzy index, this chapter measures the possibility of the forma-
tion and the influence of the risk, and it provides the basis for the policy
of controlling the foreign capital M & As.

The 6th chapter discusses the strategy set that domestic enterprises
how to deal with foreign capital M & As risk. Firstly, this chapter pre-
liminarily discusses the common anti-merger strategy by the game theory.
Secondly, this chapter respectively discusses anti-merger strategy before
merger and after the bid, and preliminarily discusses self-defense mech-

anism for preventing the foreign malicious M & As. Thirdly, because in-
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tegration strategy is the most important and delicate relating to the
M & As’ success or failure, this chapter focuses on the implementation
of integration strategy.

The 7th chapter discusses the foreign capital M & As and the con-
struction of the industry security mechanism in our country. The foreign
capital M & As bring the opportunity on undertaking the world’s industry
shift, and the innovative ways of using foreign capital. At the same
time, what will they bring to our industry security? How to review indus-
try security? How to maintain our industry security? This chapter discus-
ses these questions respectively.

The 8th chapter researches the associated policy of foreign capital M
& As. Firstly, this chapter reviews the existing foreign capital M & As
policy. Secondly, against the problems caused making by the excessive
incentive policy and the lack of regulation policy, this chapter analyzes
the defects of the existing foreign capital M & As policy deeply. Finally,
this chapter discusses the adjustment of the associated policy of foreign
capital M & As, from the two aspects of adjustment to incentive policy

and regulation policy.
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