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An Economic Explanation of the Loosening-up of Chinese
Government on the Limitation of Merger and
Acquisition by Foreign Enterprises in China

YU Xiao-dong', HU Feng?

(1. Department of World Economics, Fudan University , Shanghai 200433, China;
2. Department of Finance , East China Normal University ,Shanghai 200062 ,China)

Abstract: The successive issuance of a series of legislative document after the sixteenth
Congress of Communist Party of China goes together with the reform policy of the central gov-
ernment on state-owned assets of “putting emphasis on major issues, loosening control of minor
ones”. With the complete loosening of the Chinese policy on the limitation of foreign enterprises
to have merger and acpuisition (M&A). In China, an increasing number of foreign enterprises
will enter China by M&A. Through a deep analysis of a model , paper points out that China
loosens up the limitation on M&A by foreign enterprises in China is out of the consideration of
the improvement of welfare in China. The model also shows that the speed and opportunity of
foreign enterprises to have M& A in China have great influence on the maximization of social in-
terests,so Chinese government should formulate practicable detailed rules and regulations for
foreign enterprises to have M& A in China . In addition ,it also proves that the sensibility and
feasibility for government to “deck out ”beforehand the target enterprises of M&A by foreign
enterprises.

Key words: cross-border M& Aj;social welfare;strategic value;restructure
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