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Abstract

Abstract

Compared with merge and acquisition for financial intention, the basic function of
strategic merge and acquisition(M&A) is to improve the core competitiveness and to
realize the effect of strong enterprises’ combination or the complementary advantages.
How to evaluate the strategic value of the target enterprise (also called the merged side)
reasonably is one of the important and practical questions in front of the two sides in
M&A. 1t is not only the basis of price negotiation, but also the important section of
discovering the potential value of the objective enterprise, predicting the effect of the
strategic M&A, formulating the strategies and routes of M&A, and of realizing the
intention of strategic M&A.

Value evaluation of target enterprise in strategic M&A should take at least two parts
into accounting, one is the intrinsic value and the other is strategic synergistic effect
value. Traditional evaluation methods of enterprise value focus on intrinsic value, and
neglect the strategic synergistic effect value. Especially, the highly approved evaluation
model and convictive practical case for strategic synergistic effect value for reference are
lack. So, the evaluation of strategic synergistic effect value is one of the difficulties and
key factors in strategic M&A.

In this paper, first, various kinds of evaluation method of enterprises’ value are
summarized and compared with each other through pros and cons and their implement
conditions, one conclusion is raised through the foundation study that the value
evaluation of target enterprise in strategic M&A should consider the motivation of
M&A, the development phase of the industrial, and the development phase of the target
enterprise as well as the capital structure simultaneously; Following, through the
analysis of the properties of strategic M&A, the other conclusion is developed that the
intrinsic value and the strategic synergistic effect value are at least the two parts should
be concerned about in evaluation of target enterprise’s value; Then, a completed
measuring model for value evaluation of target enterprise in strategic M&A is devised,
which develops a Discounted Incremental Cash Flow Model to evaluate the strategic
synergistic effect value and implies the Discounted Cash Flow Model to evaluate the
intrinsic value; Finally, A practical case is recommended to elaborate the counting steps
and processes of implement of the proposed model and to test the model. The result
shows that this model is feasible and effective in evaluating the value of the target
enterprise, and combines the properties of strategic M&A well.

Key words: strategic M&A; enterprise value evaluation; intrinsic value; strategic
synergistic effect
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