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The Growth of Chinese Private Firms:
To Merge Reversely or to Research Independently
Pi Jiancai and Yang Li
(School of Economics, Nanjing University )
Abstract: This paper focuses mainly on the Chinese private firms’ choice between reverse merger
and independent research. We build game theory models to conduct comparative analyses,and find
under which conditions it is optimal for private firms to choose reverse merger or independent
research. The size of domestic and foreign markets, the number of firms in the foreign market, the
technological gap between domestic and foreign firms,and the cost difference between the domestic
public firms and private firms will affect this choice. Specifically, the bigger the size of domestic
and foreign markets, the smaller the number of firms in the foreign market; the bigger the
technological gap between domestic and foreign firms, the more possibly domestic private firms
choose to merge reversely. However, the effect of the cost difference between the domestic public
firms and private firms is not unambiguous.
Keywords: Mixed Oligopoly, Private Enterprise ,Independent Research, Reverse Merger
JEL Classification: D24 ,F23,1.13,012,031

(A3 BB )

76



