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ABSTRACT

MBO or Management Buy-out is the term used for a kind. of pur-
chase, the targeted company’s management purchases its stock utili-
zing own or outside funds; thus reaching the objective of changing the
ownership structure, control power structure and assets structure of the
targeted company, and then recombining own company and obtaining
the prospective earnings. MBO , as a quite mature lever purchase in
capital market, can improve company’s administration structure; pro-
vide a feasible method for the reduction and withdrawal of state-owned
stocks; and for state-run rearrangement of present assets of our country
too.

The problem is that the reforms of Chinese state-owned enterpri-
ses should solve along the way is efficiency, for example the manage-
ment has a very great controling power but does not have correspond-
ing surplus obtaining right. Therefore, economics studies how the gov-
ernment uses the economic system, the market mechanism and eco-
nomic policy to achieve the optional distribution of resources , thus
maximizing benefit to society. The economist focuses. on proving the e-
conomic rationality of the property right system reform. of the manage-

ment with- ownership in terms of the scarcity of social resources and the
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infinite social demand. But the management studies how to achieve
the competitive advantage thus to pursue one’s own maximum benefit
in the assigned economic environment, economic policy and profes-
sional competition. So the management scientists stress to prove the
feasibility of target achievements of the management, having the prop-
erty rights of enterprises from the angle of enhancing efficiency and
developing enterprises. In our country state-owned enterprises have
been playing an important role in economic development, particularly
in the promotion of labor employment. At present state-owhed enter-
prises do not have very ideal economic performance and have reduced
the whole competitive power of state-owned economy, aggravated the
ppressure of unemployment, debt and deficit, and have restricted the
pace of the whole state-owned economy reform and development.
However, improving the property right reform of state-owned enterpri-
ses by MBO has very important realistic meanings to optimize the allo-
cation of state-owned economy, strengthen the vigor of the state-owned
economy, accelerate the market-based process of state-owned enterpri-
ses, and especially lighten the social pressure on employment.

In the process of industrial structure promotion of our country, in

&

line with the principle “invigorates large enterprises while relaxing
control over small ones” , MBO should also be allowed to be used ir
those state-owned enterprises regarding small scale property and the
non-principal property of the competition profession, but not merely
limited to state-owned enterprises. MBO certainly is not like what
many people think that is only the state-owned property refoim will
create a massive drain on state assets. MBO refers to the corporate

management level purchasing the company they are working for, the
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connection company and. other companies to hold the entire capital of
the target company (if it is going on the market it has to withdraw to
undergo privatization) , absolutely hold or have the substantive control
of the company: MBO is one effective method in our country to carry
on the property right reform. At present the unreasonable property
rights in our country state-owned enterprises have become a serious re-
stricting factor for enterprises development. The state asset owner va-
cancy causes the enterprise to lacks a long-term strategy. The driving
mechanism to the operator is insufficient, which even becomes the la-
tent root of some criminality.

Objectively, after MBO is finished, the state-run stock rights
have realized some or all arbitrage, withdrawn from unnecessary trade
and fields, and let the non-public assets which accord with the market
condition be entered. Those withdrawals .of state-run assets can sub-
stantiate the field our country need badly, such as social security
funds and the industries which need country monopolization or support
especially, in order to realize the rational overall arrangement of state-
run assets. Though it is possible for MBO to provide some possibilities
for state-run loss of assets, we can’t regard that enterprises merge is
the cause of state-run loss of assets, and then deny MBO. Even when
state-run assets are not purchased through the management level, loss
also can take place. The key lies in should we define enterprise’s
property tight ownership, perfect the relevant laws and regulations,
make greater efforts to reduce the degree of state-run loss of assets:
when advancing MBO. Because the relevant defect of the legal system
and external environment of our country, in practices of purchasing of

management, a lot of questions have appeared. So, regard China’s ac-
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tual conditions. as. the starting point, research and analyze the feasibili-
ty of management purchase and ‘inherent environmental defect at pres-
ent. of our country, management purchase the legal system related to
the fact that the relation of company’s administration structure and
management purchase and our country’s existing legal defect and per-
fecting, etc. , have extremely important theory 'meaning and realistic
meaning.

The thesis is through purchasing analysis and judgment that the
theory and practice develop to domestic and international manage-
ment, study the relation of entrepreneur’s value of our country and
enterprise’s performance, management purchase the relation with
company’s administration structure, management and purchase struc-
ture: and management and purchase relevant problems, such as policy,
etc. , through the in-depth analysis of the feasibility which the man-
agement of our country purchase and environmental defect, then per-
fect the management of our country and purchase the system and regu-
lation and put forward the relevant policy recommendations. The prob-
lem that the thesis solves is: expounding theory and foundation and
main point used in our country that is management purchase, analyze
in-depth inherent reason and the impact on economic efficiency that
the management of our country purchase, proceed from relevant. struc-
ture that the management of world purchase, analyze and judge how to
perfect the management of our country to purchase the system and put
forward the relevant policy recommendations.

Compared with the similar research works, some parts of crea-
tions will be pointed out as following;

Firstly, this paper combined the theory of new classic economics
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with the new institution economics, based on the property rights theory
and theory of motivation in the main and admitted the achievements of
public choice theory, information economics, legal economics and in-
dustrial organization theory to construct a whole new theory in analysis
structure of MBO, which enriched the theory of MBO. It is the most
important theoretical attempt.

Secondly, this paper characterizes the conception of entrepreneur
value, and the interaction relationship between entrepreneur values
and enterprise performance; this paper constructs the analysis struc-
ture of entrepreneur power-resource allocation-enterprise performance ;
this paper points out that entrepreneur power was the most important
factor to support the efficient allocation of human resources under the
situation of the production resources subdivision. Only when human
resources can be allocated in an efficient way, the performance as a
whole enterprise can be improved and sustainable development take
place.

Thirdly, this paper turns the S-C-P ‘analysis structure in industri-
al organization to the analysis structure of management level purcha-
sing, this structure offer the theory for the analysis of different types of
enterprise in management level purchasing. This paper analyzes rea-
sons for the differences in economic performance in management level
purchasing in different ownership or with the same ownership under
the different economic movements. At the same time this paper analy-
zes the manager honesty system and incentive and leash system in
management level purchasing and put the submit-agent theory and the
game ‘theory in- the research of management level purchasing as the

main exploration and experiment.
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Fourthly:, this paper path breaking puts forward that MBO is the
transition from the “ownership power separated from operating pow-
er” of the modern enterprise system to “ multi-power merged one-
power” . This paper pays close attention to the arrangement and per-
fection of MBO and pointed that some social economical organizations
such as governments, markets, enterprises and so on had the “be-
havior benefiting to oneself ”, which found the theoretical basis for
MBO’s self-organization development for avoiding the over interven-
tion of governments.

Fifthly, this paper firstly systematically discusses the duty of
honesty and credit including: duty of attention, duty of diligence, duty
of loyalty and duty of announcement.

The capital market, the capital management under the market e-
conomy condition optimizes the area and the industry economy struc-
ture from macroscopic essentiality, .and at the same time promote en-
terprises to improve the product structure, enhance the market share
and own competitive ability for the realization enterprise’s large-scale
management from the microscopic angle. So the key is, whether our
system design can guide MBO to transfer from the administrative be-
havior to the market. The fact proved that the administration can not
replace the market. Every non-voluntary acquisition; kneaded togeth-
er through the administration has encountered. defeat- and will continue
to be defeated. Significantly, this kind of MBO will remove social and
enterprises’ future resources. Although some kind of reason caused the
partial state asset drain, compared to-the state asset loss due to the
unreasonable system, it is not worth of mentioning. So.it also appears

vitaly important for MBO how to play .a positive benign role in the
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state-owned enterprise reform . Therefore, the urgent matter is draw
the strength to cultivate the market mechanism, maintain the market
order, perfect policy, laws and regulations and vigorously support and

impel the sustainable development of market natured MBO.
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