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Abstract. Companies in charge of mergers and acquisitions (M&A), relying solely on a large number
of manual calculations to analyze mergers and acquisitions has become a history, data analysis has
completely changed the way mergers and acquisitions, artificial intelligence analysis to a new level.
Make decisions smarter and faster throughout the life cycle. Artificial intelligence comes with its own
risks as well as convenience. This paper uses case study to describe how Al is used in mergers and
acquisitions, and how Al can facilitate mergers and acquisitions to the next level, and analyzes the
pros and cons. This paper believes that artificial intelligence should be constrained by perfecting
legal structure and meticulous legal provisions, so that its convenience can be maximized and its
own information security can be fully maintained.
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1. Introduction

The development of artificial intelligence (AI) has not only entered people’s daily life, but also
closely linked with business [1]. Many enterprises combine Al intelligence technology with business,
witness the advantages of Al intelligence in business applications, and easily achieve goals that are
not easy to achieve. Al intelligence has now become a powerful weapon in the field of competition
in all walks of life and has become a core tool for some of the industry’s leading ride-hailing platforms,
for example, identifying the best delivery routes, appraising drivers, and even helping detect fraud in
the transaction. In different fields such as mass retailing and consumer finance, some long-established
players are now transitioning to prepare for an Al-based future [2]. With its mobile app and vast data
store, Starbucks can accurately track customers’ purchasing preferences, which can speed up service
times especially during busy times [3]. Burberry, a leading British fashion brand, has used big data
and artificial intelligence to improve its performance and increase customer satisfaction [4].

Salespeople can use mobile apps to look up the items you’ve browsed, so they can better match
your preferences when they go online. As the basic technology of the 21st century, the current
artificial intelligence technology, with perfect functions, has also reached the mature Internet of
society and the market, and various traditional industries have achieved leap-forward upgrades under
the blessing of artificial intelligence.

2. Disadvantages of the Traditional Analysis of Work

As we all know, the traditional analysis works are time-consuming and labor-intensive, and
requires a lot of human judgment. A humble misjudgment may bring the risk of acquisition and
acquisition failure. No other event is more difficult, traumatic, challenging, risky and chaotic for an
organization. Traditional analysis works often rely on some traditional data analysis software, such
as EXCEL, SPSS, etc., which bring extreme workload and difficulty. In fact, statistical analysis has
been in a continuous state of progress, and beyond the traditional statistical methods [5]. Traditional
statistical and analytical works rely on the human process of collecting and analyzing data, even
though the relevant analytical software can provide statistical techniques. As a matter of fact, the
investment of a large number of human resources not only brings higher human resource costs, but
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also increases the overall error rate. Because a lot of times, people have a higher error rate than
machines or artificial intelligence. This error rate can be fatal in mergers and acquisitions. The
repeated checking of data cannot avoid this error rate effectively, also increase the workload and work
pressure. This is a huge hurdle for anyone working in statistics. The research shows that the traditional
analysis works face a dilemma of timeliness [6]. In many cases, data analysis requires more timeliness.
Especially under the influence of market competition mechanism, the process of enterprise merger
and acquisition inevitably needs strong timeliness. Because of the inefficient data statistics and
analysis process, enterprises will lose the best opportunity for mergers and acquisitions. And the
economic loss that this brings is hard to estimate. Traditional analysis works have low efficiency,
which also represents a worse timeliness. Due to higher error rate and lower work efficiency,
traditional analysis works are difficult to ensure both timeliness and accuracy at the same time. It can
even be said that the traditional analysis works can neither guarantee the accuracy nor the timeliness.
This flaw must be improved, or the whole analysis process will be vulnerable. And those enterprises
which have mastered more advanced analytical methods will be in a competitive position in the
market merger and acquisition process. The rigor of traditional analysis works is also one of the major
drawbacks, because local data and analysis often affect the authority and persuasiveness of analysis
results [7]. Traditional analysis works can only analyze individual indicators or part of the indicators,
but they are difficult to form a high degree of comprehensive analysis. In this case, the traditional
analysis works are not able to reach a satisfactory conclusion. The calculation of traditional statistical
works is often based on historical data, that is, historical financial analysis statements. These data
often lack credibility and are difficult to talk about current and future market conditions. In particular,
traditional analysis works can only analyze certain aspects, but they are difficult to establish a
comprehensive analysis of the correlation. This makes it difficult for traditional analytical data to
provide effective reference for decision making. And if other factors change, the traditional analysis
may even be completely wrong. This kind of data result which is not in accordance with the fact
seriously will inevitably bring huge decision risk. In the process of enterprise merger and acquisition,
the defects of traditional analysis works will be more prominent, and may lead to the failure of merger
and acquisition.

3. How Al Improves the Traditional Work

Mergers and acquisitions are becoming more and more popular among companies because of the
increasing competition. When two companies assist each other to form a company, it is called a
merger. The purchase of a weak company by a strong company is called an acquisition. Mergers and
acquisitions have a large number of complex steps: Acquisition Strategy, Acquisition Criteria,
Searching for Target, Acquisition Planning, Valuing and Evaluating, Negotiation, Due Diligence,
Purchase and Sales Contract, Financing and Implementation. With the advent of Al, it helps
companies get rid of the complex process of traditional acquisition and acquisition, saving time. So
that both companies as soon as possible to get tax, financial, resource advantages, so as to improve
the competitiveness.

3.1 Diligence

In the last decades, the process of Due Diligence in Mergers and Acquisitions transactions has
played a vital role in the transaction success. This process can either break or make an M&A deal.
The combination of Artificial Intelligence and M&A has made this process very time effective and
has aided in furnishing cost-effective services to the customer. It has automated the manual &
complicated process of examining thousands of documents. You can dive deep into the data to find
out what’s really going on--before it’s too late [8]. Due diligence (Prudence investigation) is a kind
of risk management, which aims to enable the buyer to discover risks in advance and judge the nature,
extent, impact, and consequences of risks. The seller usually has a good understanding of these risks
and obligations, while the buyer does not. Therefore, the buyer must remedy the information
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imbalance between the buyer and the seller by performing due diligence. Due diligence can promote
or break merger and acquisition activities [9]. Al is taking M&A analysis to the next level, which
makes the due diligence not only more efficient but also deep enough.

In Gartner’s Group’s recent survey, the average time to complete M&A transactions has soared by
about 30% in the past decade, which is precisely because of the effect of the combination of M&A
and Al [10]. As we all know, traditional analysis work is time-consuming and labor-intensive and
requires a lot of human judgment. To some extent, this requires experienced people to take on
repetitive work, and a humble misjudgment may bring the risk of acquisition and acquisition failure.
Before Al appeared, lawyers reviewed 50-100 documents per hour. But with the help of Al, it can
reach 3000 copies per hour [11]. This efficiency improvement is amazing. Deloitte’s acquisition
analysis platform iDeal is currently using artificial intelligence and machine learning to organize and
mark a large amount of data in the front end. Now, iDeal can complete most of the work with little
or no participation. Better still, when humans make corrections, the adjusted results will be fed back
to the system, so that it can learn from mistakes and become more accurate and reliable over time.
IDeal will soon be able to use natural language generation and other Al technologies to analyze M&A
data and create reports further improving speed, accuracy, and efficiency. Deloitte is currently
developing an M&A market perception platform, which will change the way we monitor market
trends and transaction insights. Sensing tools will accelerate the active and strategic identification of
emerging risks and value creation opportunities, enable buyers to identify trading opportunities more
quickly, and stay ahead of competitors. Not only that, but the improvement of document reading
efficiency is also a disguised way to save the buyer’s company. If the lawyer reviews the documents
on an hourly basis, different efficiency will lead to a huge gap in expenditure. Therefore, compared
with manually looking up documents, having the help of Al not only improves efficiency but also
allows lawyers to do the same work at a lower cost [12]. Due diligence can dive deep into the data to
find out what’s going on--before it’s too late [13]. Use targeted analysis and artificial intelligence to
solve problems that may have a significant impact on M&A transaction decisions and valuation [14].
Many times, manual analysis of surface data will tell a misleading story [15]. In most failed M&A
transactions, it is often because the practitioners are too introverted to complete the interview process
and cannot master the correct first-hand information. Al can analyze enough data to judge the
authenticity of the data [16]. With its ability to analyze micro details and associate them with macro
decisions, Al can quickly and deeply analyze the value drivers of the target company and related
value creation opportunities and risks, providing valuable insights at every step. For example, what
are the company’s specific customers? How the profit margin will change in future development and
the risks that may be encountered? This will help the buyer company better reveal the true story
behind the numbers.

3.2 Negotiation

It takes a lot of time for people to calculate and analyze the risks and prices of mergers and
acquisitions.When the whole team is focused on the calculation of one project, it may miss a more
appropriate goal. The emergence of Al allows the whole team to make the most favorable judgment
in the shortest time. With quicker and deeper insights, bidders can decide whether to pursue a target
or move onto another target [17].

3.3 Post-Merger

Integration: Perfect integration is the real completion of a mergers and acquisitions. Buyers are
turning to analytics to help identify potential synergy opportunities, risks and hurdles to repare for
integration and post-deal execution.

In most M&A transactions, Al analytics can provide rapid and in-depth analysis of the value
drivers of the target company and the associated value creation opportunities and risks, providing
valuable insights at every step of the way. Take M&A analytics to the next level - making processes
smarter and more efficient through Al.
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First of all, get there faster. In M&A, insights are most useful when they are generated in time to
affect decision making [18]. For example, the acquisition of the German company Mannesmann by
the UK company Vodafone in 2000 was valued at $183 billion [19]. Secondly, enhance the value of
data. Combining with 3rd party or external public data, can have an equally important impact in other
phases of the M&A lifecycle, such as integration and post-integration [20]. The last but not the least,
go deeper and get real insights. With the ability to analyze micro-level details and correlate them to
macro-level decisions.

4. The Disadvantages and How to Improve the Al in M&A

Even though Al brings obvious benefits to M&A, it is obvious that it still has its main weakness,
it’s not without a set of risks, just like every coin has two sides. First of all, creating difficulty [21].
Cyber security risk is inevitable with the implementation of any type of new technology, especially
in M&A activities, because once the system data or materials are exposed to competitors, it will not
only lead to the disclosure of the seller’s company’s secrets but also affect the buyer’s long-term
strategic deployment of M&A activities [22]. However, since it is far more difficult to establish a
perfect and confidential system than expected, many hackers will take advantage of system
vulnerabilities to steal confidential information in business and even tamper with contracts. Secondly,
replacing human jobs [23]. While marveling at the super ability and efficiency of artificial intelligence,
humans are also facing a huge impact of artificial intelligence on the traditional social division of
labor. With the continuous improvement of deep learning, artificial intelligence has been able to
simply understand and judge sounds, words, images, etc., so it can replace much simple recognition
and judgment work. For example, nowadays, telemarketing is often called by robots, even they can
make appropriate recommendations based on personal preferences more accurately through data
analysis. More and more people are worried that lawyers will lose their jobs shortly because the
machine has completed the work manually completed by the contract lawyer team [24]. IBM’s
Watson computer software can already work as a legal adviser with 90% accuracy in 30 seconds.
Compared with human lawyers who have only 70% accuracy [25]. The speed and accuracy gaps
make the Al lawyers look superior. There may even be some people who think that Al has no emotion
in the work and that they tend to deal with some things more fairly than humans. It will create a better
society over time. The last but not the least, It takes a lot of time and money to keep the Al running
[26].

5. Contribution - Legal Advice

According to CB Insights, there have been more than 1000 Al acquisitions since 2010. The
epidemic situation reduced this number to 159 in 2020 [27]. However, there are signs of a return
recently Due diligence may be the most important and time-consuming process in M&A transactions,
and the combination of Al will help speed up this process. However, the risks brought by this
automation cannot be ignored. The automation of due diligence has brought about problems such as
disclosure of confidential information of any customer, network security risks, and replacement of
manual work. Therefore, considering the combination of problem and cost Al in M&A due diligence,
enterprises should adopt technology and innovative software to promote the transaction process. It is
more necessary for the state to further improve relevant laws. Faced with numerous legal risks, Al
enterprises should enhance their awareness of risk control and do a good job in data compliance.

From the perspective of privacy, the core of artificial intelligence is data and algorithms, which
means that the higher the level of artificial intelligence, the more it needs a large amount of data to
practice. These data are likely to include a large amount of personal information, the disclosure of
which can lead to incalculable consequences. From the perspective of data protection, artificial
intelligence requires a large amount of data to maintain, so when data is leaked and tampered with, it
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will not only affect the output results, but also endanger the personal and property safety and social
order.

5.1 Use public domain data that does not require authorization

Reasonable collection and use have the legitimate public personal information, collected and used
by the anonymous personal information after processing, can minimize the use of Al data compliance
risk of personal information, but in use, the enterprise still should focus on data related to business
interests, avoid risks and unfair competition because of the improper use of personal property rights
infringement.

5.2 Limit the use of Al data and establish security mechanisms

Enterprises establish strict rules and regulations and sign perfect confidentiality clauses with
employees to effectively limit the scope of data use. To be specific, the development of artificial
intelligence should have a cooperative relationship with privacy protection. The main ethical concern
of artificial intelligence is the leakage of privacy, especially some sensitive customer information,
such as human information in the medical field [28]. The development of artificial intelligence and
the protection of personal privacy should not be placed in opposition just because artificial
intelligence may lead to privacy leakage. Relevant recommendations should focus on two areas. On
the one hand, the development of artificial intelligence should be subject to ethical restrictions. The
bottom line is that customers’ privacy should not be divulged at will. In any country, people’s right
to privacy should be protected by law and bound by ethics, which is their basic right and also a sign
to ensure the degree of social civilization. And the potential data leakage risk of artificial intelligence
has intensified people’s ethical concerns about privacy leakage. Therefore, restrictions on privacy
protection, as well as a more perfect legal system, will become a trend in the future. Only when both
the company and the country have issued relevant systems and laws can double insurance be provided
for privacy protection. The protection of privacy of artificial intelligence will be the key to its rapid
development, and the relevant laws and institutions can maintain people’s basic dignity and increase
their sense of security. The ultimate goal of artificial intelligence is to assist humans to work more
effectively, rather than to threaten humans. Artificial intelligence must protect privacy, this is the
basic principle, otherwise artificial intelligence will lose the value of existence. On the other hand,
ethical concerns about artificial intelligence should not deter people from developing artificial
intelligence. The development of artificial intelligence must be subject to legal constraints and the
formulation of relevant guidelines for artificial intelligence self-decision-making [29]. The
development of artificial intelligence goes through a specific process and it is in a continuous process
of progress. At this stage, the law will strictly regulate the development of artificial intelligence and
formulate a specific legal framework for the development of artificial intelligence. This can avoid
that the development of artificial intelligence led to some factors that are not good for human beings.
Most importantly, critically speaking, the development of artificial intelligence should not be
impeded. The potential ethical concerns about artificial intelligence should not deter people from
developing artificial intelligence. The key lies in the relevant legal and regulatory measures, as well
as the company’s system. There is no right or wrong argument for technology, and the key is in the
hands of human beings. As the technology of the future, artificial intelligence also represents a
valuable opportunity. When people can prevent the ethical risks of artificial intelligence relying on
legal means, the development of artificial intelligence will be guided correctly. Legal factors will
actively promote a balance between the development of artificial intelligence and ethical constraints,
and can restrict the wrong guidance of the profit-driven mechanism to a certain extent.

6. Conclusion

In the future, the development of artificial intelligence is much importance to the process of more
advanced comprehensive and dynamic analytical tools and a big change in technology, process and
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technology can deliver these tools in the past seems to be impossible: combine macroscopic
perspective and microcosmic level of detail In less time, less effort, to be more accurate. Every coins
has two sides, artificial intelligence needs to pay attention to many problems, the most worth
mentioning is whether artificial intelligence will cause harm to people,. To understand the advantages
and disadvantages of Al in acquisition and acquisition is for better application.

References

[1] Khanzode, Ku Chhaya A., and Ravindra D. Sarode. Advantages and Disadvantages of Artificial
Intelligence and Machine Learning: A Literature Review. International Journal of Library & Information
Science (IJLIS) 2020, 9 (1).

[2] Candelon, Frangis, et al. The rise of the Al-powered company in the postcrisis world. Boston Consulting
Group, 2020, 7.

[3] Wilson, H. James, and Paul R. Daugherty. Collaborative intelligence: Humans and Al are joining forces.
Harvard Business Review, 2018, 9 (4): 114 - 123.

[4] Kim, Soyoung, and Jin Joo Ma. A study on the digital transformation strategy of a fashion brand-Focused
on the Burberry case. The Research Journal of the Costume Culture 27.5, 2019, 449 - 460.

[5] Duckworth, William M, and W. Robert Stephenson. Beyond Traditional Statistical Methods. The
American statistician, 2002, 56 (3): 230 - 233.

[6] Tilindis, J., and V. Kleiza. Learning Curve Parameter Estimation Beyond Traditional Statistics. Applied
Mathematical Modelling 2017, 45: 768 - 783.

[7] Hollister, Megan C, and Jeffrey D. Blume. 3145 An Evaluation of Machine Learning and Traditional
Statistical Methods for Discovery in Large-Scale Translational Data. Journal of clinical and translational
science, 2019, 3 (1): 2.

[8] Huhtam&ki, Krista. Al in law firms: A case study on adopting Al to M&A due diligence process in a law
firm. 2022.

[9] Easterling, Bj&n. "Human rights due diligence as risk management: social risk versus human rights risk."
Business and Human Rights Journal, 2017, 2 (2): 225 - 247.

[10] Tetenbaum, Toby J. Beating the odds of merger & acquisition failure: Seven key practices that improve
the chance for expected integration and synergies. Organizational dynamics, 22, 1999.

[11] Losey, Ralph, et al. e-Discovery Team at TREC 2015 Total Recall Track. TREC. 2015.

[12] Boella, Guido, et al. Eunomos, a legal document and knowledge management system for the web to
provide relevant, reliable and up-to-date information on the law. Artificial Intelligence and Law, 2016, 24
(3): 245 - 283.

[13] Huhtam&ki, Krista. Al in law firms: A case study on adopting Al to M&A due diligence process in a law
firm, 2022.

[14] Zhang, Yingying, et al. The impact of artificial intelligence and blockchain on the accounting profession.
leee Access 2020, 8: 110461 - 110477.

[15] Rubin, Victoria L., and Niall Conroy. Discerning truth from deception: Human judgments and automation
efforts. First Monday 17.5, 2012.

[16] Rahman, Mohammad Saidur, et al. A Lossless Data-Hiding based 10T Data Authenticity Model in Edge-
Al for connected Living. ACM Transactions on Internet Technology, 2021, 22 (3): 1 - 25.

[17] Dai, Tinglong, Katia Sycara, and Ronghuo Zheng. Agent Reasoning in Al-Powered Negotiation.
Handbook of Group Decision and Negotiation, 2021, 10: 1187 - 1211.

[18] Khanzode, Ku Chhaya A., and Ravindra D. Sarode. Advantages and Disadvantages of Artificial
Intelligence and Machine Learning: A Literature Review. International Journal of Library & Information
Science, 2020, 9 (1): 3.

[19] Roberts, Alexander, William Wallace, and Peter Moles. Mergers and acquisitions. Pearson Education,
2003.

[20] Dai, Tinglong, Katia Sycara, and Ronghuo Zheng. Agnt Reasoning in Al-Powered Negotiation.
Handbook of Group Decision and Negotiation, 2021, 6: 1187 - 1211.

240



BCP Business & Management IMIM 2022
Volume 39 (2023)

[21] Khanzode, Ku Chhaya A., and Ravindra D. Sarode. Advantages and Disadvantages of Aurtificial
Intelligence and Machine Learning: A Literature Review. International Journal of Library & Information
Science, 2020, 9 (1): 3.

[22] Roberts, Alexander, William Wallace, and Peter Moles. Mergers and acquisitions. Pearson Education,
2003.

[23] Smith, Aaron, and Janna Anderson. Al, Robotics, and the Future of Jobs. Pew Research Center, 2014, 6:
51.

[24] Ashcraft, Howard W. Building information modeling: A framework for collaboration. Constr. Law, 2008,
28: 5.

[25] Barton, Benjamin H. The Lawyer's Monopoly-What Goes and What Stays. Fordham Law Review, 2013,
82: 3067.

[26] Osipov, S. S., and N. V. Ulimova. Advantages and disadvantages of ai. Science and world 77, 2013.

[27] Morrison, Michael, and George Lazaroiu. Cognitive Internet of Medical Things, big healthcare data
analytics, and artificial intelligence-based diagnostic algorithms during the COVID-19 pandemic.
American Journal of Medical Research, 2021, 8 (2): 23 - 36.

[28] Hickman, Sarah E, Gabrielle C Baxter, and Fiona J Gilbert. Adoption of Artificial Intelligence in Breast
Imaging: Evaluation, Ethical Constraints and Limitations. British journal of cancer, 2021, 125 (1): 15 -
22.

[29] D’ Acquisto, Giuseppe. On Conflicts Between Ethical and Logical Principles in Artificial Intelligence. Al
& society, 2020, 35 (4): 895 - 900.

241



