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Abstract

Management buyouts ( MBOs) involving the acquisition of firms by incumbent
managers by who take on financial leverage,often with the involvement of private equity
firms,have become an international phenomenon. Over three decades they have diffused
from the US,to Europe and to Asia.

This international development has been accompanied by considerable debate about
their impact. Evidence from developed economies generally indicates they have a positive
economic and social impact, particularly in the first wave of the 1980s although the
evidence from the second wave is more mixed. Yet, the ethics of buyouts have been
widely debated. In particular, MBOs may be undertaken to advantage particular groups
of stakeholders,notably managers,at the expense of others.

In emerging economies, and especially those transitioning from central planning,
MBOs raise serious and controversial governance issues in contexts where the legal and
regulatory framework is often weak, enabling management to benefit from short-term
income distribution by acquiring assets at undervalued prices.

In contrast to MBOs in western, developed economies that involve mechanisms to
control agency costs, MBOs of listed corporations in transition economies rarely involve
the pressure to service debt or the role of active private equity investors. Rather they
raise distinctive principal-principal-agency problems that arise where dominant
shareholders may act against the interests of minority shareholders. In particular,
related-party transactions concerning managers as shareholders may involve tunneling,
that is the transfer of assets and profits out of firms for the benefit of their controlling
shareholders. This has been demonstrated by recent empirical research in the Chinese
settings.

There are major countervailing points to these arguments. First, MBOs may be
necessary to ensure that restructuring occurs in order to avoid firm failure. Second,
specifically in the context of transition economies,the challenge is to enhance enterprise
efficiency and performance in areas of the economy that have experienced a persistent
dearth of entrepreneurship. Buyouts undertaken by entrepreneurial managers may in

these circumstances lead to longer-term personal and systemic benefits. Hence, the
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problem for transition economies is to balance the economic gains of a move to a more
free-market system with the agency risks associated with the behavior of agents in those
markets.

The major contribution of the book can be summarized as the six aspects

1. The special Chinese listed company MBO under the economic reform and opening
up settings could be classified as the “entrepreneurial MBO?”,

2. Absent the pressure of debt and the role of private equity firms, boards assume
an important place in MBOs in China in achieving this balance. There is therefore a need
to assess the extent to which boards in MBOs enable a balance to be achieved between
facilitating development of the business while maintaining the interests of other
(minority) shareholders. We find in fact little evidence that outside board members have
the skills to add value to the MBO firms. Boards appear to focus mainly on related party
transactions with some more limited attention to growth strategies. Outside directors do
not seem to openly disagree with incumbent managers on the disclosure of their actions
but may express their views and exert pressure behind the scenes,

3. After the MBO, the controlling sharcholders ( the management ) stretch out
“supporting hands” rather than “grabbing hands” to the companies, As the separation of
ownership and control increases, related-party transactions of MBO companies rise
mainly associated with increase in buying and selling behavior. The ex-post 3rd and 4th
year’s related-party transactions are significantly different from that before the MBO).
The related-party transaction growth mainly reflects the scale of the support effect of
the controlling shareholders,not oppositely tunneling effect,

4. After controlling for industry factors, the overall profitability, asset turnover,
cash-flow of MBO listed companies have improved, while the solvency weakened,and the
capital investment lowered. In addition, by case studies, we have put forward agency
costs of “free controlled assets” (FCA) hypothesis for Chinese MBQ. We argue that
under the ambiguous enterprise property rights, the high quality asset or potential good
assets which are controlled by the management are “free controlled assets”.
disassociated with the listed companies. And after MBO, the property rights are clarified
and the FCA are infused into the listed company,meanwhile with business restructuring
to improve the financial performance of listed companies.

5. After MBO the corporate brand value gets increment and owns the guarantee for
long-term development. Behind the corporate brand value is the enterprise’ s property
right. By MBO, entrepreneurs acquired not only equity and assets but also enterprise’s
brand. MBO solved enterprise property rights problem, recognized entrepreneur
condensation in the accumulation of enterprise brand. The brand value of listed company

will be developed well in the long run.
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6. The dividend policy after MBO remains stable and with no increase or changes in
dividend payments, but continued to maintain the original dividend policy. We find that
MBO companies themselves are a kind of enterprises having a high cash dividend payout
propensity. Therefore,the assertion that companies changed dividend policy after MBO
and therefore harmed the interests of minority shareholders is wrong.

In the second LBO wave since the beginning of 21st century in the West, the special
role of PE institutions becomes a frontier research issue in finance and management
science. Therefore, we look forward to the subject of further areas of research: the
operating mechanism of PE institutions; the value-added or value creation role of PE
institutions on portfolio enterprises governance as Board members, reforming incentive
mechanism, and 1mproving operations efficiency etc; PE role on company strategy
formation,merger and acquisition, and IPO; the PE firms participation in State-(’wned
Enterprise ( SOE ) restructuring and transformation and in the economic structure
adjustment etc.. Meanwhile the withdrawal mechanism of PE investment; the
characteristics of PE-backed listed firms on Chinese GEM or SMEB(Small and Medium
Enterprise Board) ,including IPO underpricing, the long run performance of PE-backed
firms and the post-IPO PE gains after lockup period and so on,require further study.

In addition, the related party transactions (RPT) between controlling shareholders
and the listed company still need further in-depth study, like more completed case
studies, since the sample statistical description and regression analysis are not enough. In
the current circumstance there is an increasing trend of “invisibility” of RPT in Chinese
listed company. The RTP in the MBO settings makes it different from that of general
characteristics of private companies.

Finally,entrepreneur shares inheritance is one challenging issue of future directions of
study on MBO. One of the most important motivation of Western MBO is that founders of
private enterprises or family businesses to solve equity exit. The gurus and management of 19
MBO companies in the book are the first generation entrepreneurs since China’s reform and
opening up. They have solved historical issues with Chinese characteristics and achieved
property rights through MBO. But as they are aging,how can they implement equity inherited
or exit? After the reform of non-tradable shares has completed,how could the owners of
MBO companies(listed companies)exit the enterprises,or looking for successors? What
type of equity transfer could be most beneficial to enterprises? We prospect that the
Secondary MBO(SMBO)may be a solution that is the existing management implements
an equity buyout from the first entrepreneur generation through the assistance of PE
firms. In the current explosive growth of private equity capital, whether there will burst

out a buyout surge of private enterprises, listed companies, or the State-owned

enterprises in China remains to be seen.
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Tl

B H JZ ) (Management Buyouts, fijid & MBO) , 2 47 P EHSFRAPRTEEZ
—. EERTTEHALFEB AR AR . BREEALCLAER S EEA M VEEE B
ZyRHLEIFEKRKIIAE. MBO GE RS HLX LTI REWE? 2004 45, DL“RB R Z 4+ By 5| % #) 1E
2 H U E M ERE BRI 8 X AL ASEPEBEN - LE . XK
B Z Ja » B K BUM RR T T AR B3R, X B A £ AR 89 b T 2 &) 55 e B B2 ol A7 B 0™
S35 EHEEAER BT A R A — &S /NE A 4 5 B2 WO W17 TS AL
TR, B Gn hn 5 9% 7= VAL U A TEARLEE 5 T A FFSEM A LB B E AR Ak B3R
HRAT IR HL @ VT 55

25,2004 FZHTEM T MBO W ET AR BCARENEH R T M T MBO #—
K AP IERE I XES W BT . M5B G B4 b 873/ 7)1 B 1E
PEAT R ST 53X A2 24 A E 4 Mk 28 B A F] 4 b R S AT B R R N A

HHZYOEEE T 20 4 80 FRMEXFEH HFEK. ELET 32 BE AT
FFUY I (Leveraged Buyout, f&jid 7 LBO)FTXHE X 3, REHI AL EHREZS 5L
FF I B 2 2 W . P8 5 20 tiE4g 80 AEAR AN 90 AFAX A SE BRUE BA L 4 B R WO TE 48 =
NS ERE T A BEEM. KE P 77 SCEC 8 2 2 WO 3800 /B 98 ¥4 8, MBO

E Tl aBERAMASRE, &S T BREE NS FR, M 14k 4r{E (Smith,
1990 ; Wright, Hoskission, Busenitz, Dial, 2001; Bruton, Keels, Scifres, 2002; Amess,

2003 ; Lichtenberg, Siegel, 1990 ; Harris, Siegel, Wright, 2005; Cumming, Siegel, Wright,
2007) . LW VY 75 8 F 55 SCRK , AT LA U 8 S0ah AL il B U 2 7 7 e B A 3 2 WO A T A8
e W . MBO B & 69587 8Os O sl 7K B 7E =~ J7 1, BP AT 55 A9 30l . & BR 4R B o 19
AL A 3 T K B ALE . 7E B R BT ERh HLE T, 4 b 59 38 LA BRI, TR % 1
FI AR TR R REEWRAEN, 2B ERES.

21 22 ISk, P B T 8 WAL FF Y% 78 8 (Kaplan & Stréomberg,2009) . 7E It
X LBO/MBO JBE H, 58 — KA W B A9 LBO #p< (LBO Association) 8 R 4 FA 55 A%
AUHL#E (Private Equity Firm, @&jic h PE HL#3) . PE HLH % g8 o lk F 2 KRB 7 1G4
et . 55— TR R . PE L X 8 £ % 4 M ) & 282 F BA 6 38 AL ] 75 JE R
W, R A R 4 F B RCE IR s IR . B A & 55414 . PE
Pl EdHEMFABTER L TP EHIASRE. FEAHREEEFSAE,
X iEfE PE LM ES r #RESIWHERE S, HFRES 53 MEES X, X 8 EA
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FlFARAFAHEREAINEREZ. FUINElEZEZ R, X&KL R S+
PE 8% K H B — Ml E A0 B2 PEVUME S = £ K alz S8 L 54
JCH PE & 4K AR 52 it X 45 4 95 Ak i (S (E . SR L PE B 45 g 48 95 1 A ol Y
¥ 7 = e AL, BRI 5 458 AR AL 2T ER L.

B A 53X 5 1T B T 5 I B e O i 9 B /) SRR 5 2 4 Hp oK FH R R T 5 e 1 B R
g, F—Fork, ZBRHEMKNZH I E MUaRRBIE. BRERN i MBO 5 ©
M2 "R EALH AG S e . A LB 55 & A, MBO & B 1 72 @396 28 L 1)
A 2wl N R N ] B B R D i e B B R 41 B R A, T BE & B R 2 w0 R R
15 E TN BE AR A 35 o DN TT BRI b T 2 W) A B B VR O A M VL 2003 B EE, 2005) 5 5 &
MBO J& i) b 2 Bl AFAE 3R ZU Y 43 2L sh AL, 72 2 m) R 2E 47 & BE B o 40 (B, 55, 2003)
o5 R R ST 5T SRR B ST B i T R BRI B MBO J5 4k 89 1 55 Gt 44
VA B HoAh & R AT A FFAE 2840 . Gnfr SE B 50 3 B, B R 2 WO T A i 2 AR RO e A
AT 1 4, 2 B SR80 25 T 48 Br 2508 80K 0E FE B (8 2 8 38 2 Ol J5 B9 IR A 31X B 45 B
HUKWE T8, N s B 4hie 2 . B E WO X 22wk G- A 1 0 e (25 & . 20035 54
L%, 55,2006 ; T, 55,2006 B R H ] 6, 2007) ; MBO MR 1 4FRfg 1 4, Ei A
EIREY €T IE R Al s & e < ol | A 11 e o o T N/ R % N | B Ve
R R Bk (Bt 9K AR L 2004 ; BB 4E, %5 ,2004), {HB S5 E R MBO 5 Edi
Al BB R BRABEIASFRE PR ERFFEEERK MBOF R 72
] PR ACR W R, 7E 42 8 2 |l S Y [R] B, 2 A A 41 K R R A K (B % AR, 2003 B
#,2005), BAN LT A EEHIAN MBO J5A 6 REM G EA B &1k, # % &Ik
fat BN AN BH i

P E S S IRATIA N B E WOl /Y 5 KR S0 HON B B pL R ARG O R
DIAal IF AR ERFE IR, 8 FTPELFAKRREN T TR THEE
B WMol , A BB HOEH R MBO J5 /2 aliG FEAL G M 5 S8 SR ERA . P E E
i 22 ®#9 MBO K& & 4 7E 2001—2003 4FRifJa » B E 2010 4F i, X &4k £ MBO J5
T R 10 4@ 0 E) . XX e b 47 2 05 . 2 A BB A5, ol DL R4S
HE E 2w MBO ) B 523 A G240 A7 78 /Y (]88 55 . DT X o [ ) 4 B 2 W0 A B 4
I 58 R B AR LAIRSK A B R [m) 1Y) I 3%

AT A A EPRERANMERE T 19XEAR LT A, INEAE . ENIET:2
BAEKAS kT EHEEERES Y SEA A, B8 — IR FEFFER, B4 T & E 5
PR . 5 — AL RIAFAE R EATEA — A s B0 B 8 N B0 AP . X SR
O 4 A\ ST Ak 28 B 1 B RO 3 A9 R B R R L i 2 W /DB RO & i R A
K 71— R E B 2 X e 0 N W) PR B AR b T A& ME 2Z B, 7 G004 ol DA 9 ok A ™= 0 % i K .
OB & AT, X ek 7E 20 42 90 FF R s ZE B Bl A A .

Fiz B FF 58 A (Wright,et al. ,2000,2001) B 404 » 40 b 8 28 3 9 8L 4E 85 X (Mlindset)
4 PP, BP & PR A (Managerial) fil 4BV 2 &Y (Entrepreneurial) ; MBO #) B #7 B 0] 1 43
K, B HE F 2% R KU (Fostering Efficiency) Fl # 3 61 #7 & (Fostering Innovation), X
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FE 3 BEAE B2 0 4 5 AOR B AR B ml R AT BB AL A LA JE » BT LUK MBO 43 4 D4 26 . 20
BMERHN A mERE, RMNAEPEETAAKH MBO & F & F & MBO
(Entrepreneurial MBO), 74 T E MBO BHREZ G . 4 U 8 0F 55 09 4% 0 o) 51 = .
HHEWW G, BEF R LA EEILE A5 227 28 3 AT 4k /) 4 2380 B
{6 W % G0 B RBCER S R A LA KA B KA ?

583X S O [0, FATTBF 9T T MBO J5 0k B FFIEZE 4L , FR 48 X Be R AE 2 4L H 98 A
NAE R HESURFFIE. BN S . AR KRS ERAELL T LA FH.

F— HEPEUH A 2. RIEATHLEREEK, &£ PE X1 MBO f1 LBO 53
S REAREEAREENE L. PEVMEAHEFEHN T ERERZETS,
7t PE W J5 04 # 35 2 840 2 Bt JLAE SR P8 7 PE SiBE R P — D ajitEm @, A%
T, FATH TR E MBO Jg 4 A2 7] 36 3 E 28 55 @9 B0 0] 8 2 — it 4 b 3 9 2
A8 4L .

45 . MBO LA Jg #9285 45 il N i B1 4 0 AUR 4% i A AL 4 B FE BE ) A2 {1k . 7E MBO
o AMEFN/BERZRAABRLOHOEEES TIKEW EHAR. MBO Z )5, 8z
Y R 2t 4% il N ) BB WAL 2 W AR &5 7= 4 T B3 0 B2 WAL B8 B 2 5 th B 4k
7KW EH 7 AR A B2 W AR 4 {8 BD A 43 i oC K 28 5 7

- MBO U5 E i AR B XK G T 2| KIEERE m? &6 8 FH ik
Hr{E? EHZEKBABIT BRI R E 2 \] @9 #2520 (Tunneling) i f& 32 #5724 M
(Propping Up)?

04, MBO VA Jg 2~ &) B9 W 55 G anfe] 7 AT 32 B0 2 0 — B8 QB8 W 55 48 B, K bt
7t MBO 2 Rl L9 R BUR , #th AR BRI GE h e w2k, RITHEE A
AR FEAT R RER EB D T EE M T NI ER, EEHKRTAIMEEN
B %% .

5 1. MBO LLE 22 @ 19 B ) o BE BOR A4 . JATT FEZE X 4k MBO §ij J& &) B3R 1
AR LR X MBO 728 B/ B R & HE 80 & B A L AE B0 2 A A Ol 52 B AD B9 i ADE At it 17
IR

FNHANEESE T BB ENRERA. RFFAT, 28517 hENHE. &
AR ILE A A SE R, — BRI E MR ER 2 — . MBO f# ik 14
Wb = AL AN T R Bk REERFER W AN EARTERER., A& EA
KA, B ff T ARREMERFFAER., SENEOERTEECL KB ARR,
it 5 32 3 3% £l 57 7, A L 1) =47 d
FHA . MBO J5 4k i a2 & A KW BESR TR 7 2 w1 0 & AN (8 A2 75 2 A4S W7 3%
£ A 7

H W &EU EER AP EFEARTIL P NE . BB AN R EMERE. B8 H

AR MBO R B 8 #H % MBO”; % %, /08 7 MBO G EF oA K H =
2,408 MBO Ja B CBE2E 5 5 58 U 3, 40 8 MBO 5 i 2 &) 0 55 8880 5 1% 61 % Bk
EWI e — W58 B NE, 8 7 MBO JG 2/l i & M E S = BUSCE R X R 5 B,
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MBO J& 22 A7) i) B8 BUR 55 /\ 5, & 30 B4 .

ERFTE A E PR, 8 LB A B 7E MBO §iJg 928 1k , [A] B 2% 88 B X 24 7] &k
AHEEAR A HATRIER G M FHB R LB EAT LA AT EERE
M) 5 38 2k %o A N 4] LA K b A 58 1 ) B AR O BE R A LKA B N ER LA U b S ik BE G
KRONTEHITEM BN RZ G LI B EHE, BREAHN ST K. E5R T,
RN 7 A A4 e 2 MBO 1 LBO & 9 — e & 2 b s B, e in B i 3
M EMAEBRABR ARG E P W ESS/E A S 7 % 5 18 A E €15 7 5 #
e JBRABORHEEHRRAM S S UM ET XL E 5N BHES. RAE A5 &M
M2 FIR A S LBO/MBO #f5¢ CEkAl F E Ff 5 1) MBO SEBRMSS & . BE R AR
5% o [H 4F 5 MBO [a] 8 77 1 B — & B9 8187 L3R .

AP FEPHRFESR DEAARNE IR HEZFEEMEIB & EAL
m) ) R BB 5T LA S L B R I 5T ; SEHB TR B B 55 5 EL B A B 9 5 ik 0 B 5 B[R] B HE E
FCXF b EbR 5 SR LB B R WSS .
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F—&E MBO 2XFmRE

fEf A MBO ARIMAE L. HATENFZARF BB M H AL — (555 ,2003; B
it Bk 08,2004 ; BE 4k, %, 2004 B A, 2005 TEAE . %, 2006; 8 R A 0] 6 KE, 2007 ; %
H) AELFANMMSEEENNSRAEENERBRERRD S, TR, FES
H W E LHERAE MBO AF], XER—TEETE, AR TREEMT. Hi4H1
W A MBO 32 i [m] 81, DA BB &30 B L R J5 B2 i 9 25 58 Al

#—F BEFHFETHFE MBO h#

20 g 90 SE G W, IE L ARl 4h T MBO WIRR . A e Z AT, f B & 3K
HEAMRE.SHERGCVFRNRAENE EHEWWIARWEALD T — 1T K%
FB A ORK VIR,

T ELLL A 4l SR B0 1 A ol B AT DA LA 1993 4F S R R 4 WA 3 B B
1993 4 Z /i 19 3 Z 2 B B B MAGER] KRB A E ;1993 £ 2 )5 1 3 280 B R
L EARAR b ] BE , A% O R AT PR AR (R AHEE, 20105 5K % ,2008) . FRERBEE T E 4k
R FERMER 20 L 80 FREM, . T sHAWER T ROESIERAR, EBFR
ERIANFEHES FHFR . —A—F;20 L 90 FR¥MW . BAEF /DML S H
EERSWAELFPHATBREAY A THERNWAR, LERANARER IR
IR LT LT MNREFEREAMSEHA L., A E-HSEAWVFHA TSR
“BEERHBEELCL"H OB F"HARY, XEHEEHEBRBWHHFAR.
1997 4, 5 B9+ AR B SL T “IORTBN O XF B A 4l 58 i % g B A w77 5. /A /b
PR EREY K . mMeLEEER THERNNWIARZARERER. EHE
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