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ABSTRACT

In economics conception, M&A is take-over of property
resulting in the transfer of the assets ownership from the target
companies to the acquiring one. It speeds up the centralization of
assets for the competitive company and thus increase its power.
The common criteria divide M&.A into horizontal (involved firms
are among the same commodity or service producer in the same
market ), vertical (if a firm acquires either a supplier or a
customer) and mixed (among the nonrelevant business) ways.
In a micro level, the rationality of M&A and its products lies in
scale economics, which is objectively limited by techniques,
technology and management financial affairs, and also lies in
reducing relevant costs, diversifying operation risk, etc. On the
other hand, M&A have its limitation. Besides the boundary of a
company we afore-mentioned, the analysis of a company scale’s
limitation can also be assisted by the concepts of stimulation
slack, information asymmetry and “organizational failure”; In a
macro level, M&A also have its dual character, that is, M&A
may enhance social welfare gains by efficiency improving or cause
welfare losses by monopoly.

From a transition of central-planning economy to a market

one, China takes its transitional stage. M&A in China is under
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the situation of gradually decreasing administrative intervention
along with the gradually aggrandizing market forces. Besides the
enterprises, M&A agents in China also include government,
which is a political body being capable of interfering the
economic process according to its objective functions: providing
public goods, maintaining social stability, making up market

imperfection, protecting and accumulating the public properties,

while the individules have the solo interests earnings and
welfares. Problems also exist in state-owned enterprises, that
is, the state-owned property structure which results in
enterprises’ impulsiveness of business prosecution and the
impetus of M&A. In this situation, administrative-oriented and
administration-market-mixed M&A are taking place universally
in China nowadays, among them, the gratuitously transfer of
assets among state-owned enterprises is the typical one.

Our viewpoint is, the gratuitously transfer of assets may
results in a lot of undesirable effects. In productive level, it may
decrease efficiency in most of situations; in social level, it will
bring about the losses of social welfare in a long term. We take
the position that, the market-oriented or so-called market-
impetus merger is the ideal stage, for it is the best way of
distribution in resources. We hold on our standpoint that, the
process of marketization of M&A should be taken in China.

What can Chinese government do in the way of marke-

tization of M&A? First, the marketization of M&A requires a
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well-developed market, and thus it is the responsibility for
government to take. And it ranges over following aspects at
least: establishing the labor market and welfare system of
labors, establishing entrepreneur market, formulating the
regulations and system of nominative property rights
transaction, etc.  Second, government should split
administration and company management, relinquish the
business potency of enterprises, so as to promote the self-
determination of them. Government should also help perfect the
market economy and ensure the equality of market competition;
that is to say, private enterprises should have the equal rights
and treatments in M&A.

M&.A is only too necessary to enhance Chinese economy,
especially in the background which state-owned sector are facing
significant adjustment, since M&A is a kind of “cost-minimized
reformation” to the social and economic system. Although there
are a lot of difficulties may come across to China, we can look

into the prospect of M&A in China: market-oriented mergers

will come into reality.



