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The ROA of Chinese Enterprises Divesting from the Overseas
QU Guoming

(Business School, Taizhou Institution of Nanjing University of Science and Technology, Taizhou 225300, China)

Abstract: Due to the world economic fluctuations, regional political instability and misjudgment of the international
market, Chinese foreign—invested enterprises are facing the choice of divesting from the overseas. The Real Options Analy-
sis (ROA) is one of the best ways to research the problem. According to Bellman Equation, this study sets up a ROA di-
vestment decision—making model to analyze the value of divestments. After some numerical analysis, this study finds out
that the discounted rate, profit volatility and cost of divestments play important roles on the divestments decision-making,
which influences the timing and styles of divestments. China’s foreign—invested enterprises should not only strengthen
their own capacity to resist risks, and choose the offensive strategy to seize foreign markets, but also divest as early as pos-

sible in order to obtain to the value of abandon options.

Key words: Chinese foreign—invested enterprises; risks; decision of divestments; ROA
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