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discovered the phenomenon of man-
agement buyouts (MBOs) in the 1980s, =
_ the practice has become the most prevalent
‘means of prwausatlon in Europe and the US.
- Scholars advocatmg MBOs believe the process ©
an minimise the mformaﬂon asymmetry and i
" agency cost and funher enhance a company S

E vef é.int:e the UK economist Mike Wright

"'and IEStihg*bf the‘ big'_fc)ur state-

-_'Hb'w'e\é'ér 'Under the g'uiding notion of "cro:-‘;sing

. _same process: the Government or scholars find
"a new way for economic development and

implement it without first putting in place the

relevant guidelines or codes.” -

gains.for.themselves-by.exploiting.the
" loopholes do the regulators intervene, calling
" the reform to an abrupt halt before hurriedly
mtroducmg regulatory pollcy In the absence
of the required infrastructure and supporting
. /" research, that new policy is infested with

L

impracticalities and further loopholes, bearing -

" little relevance to real business situations and
thus retarding economic development.

Mapping a Course for
IVIanagement Buyouts in Chlnaﬂf\

-_-i_-.‘_f-'Many socno economlc and polltlcal hurdles must be? ¢
 overcome before the central Government can benefit
from the use of management buyouts to help ¥
prlvatlse its vast state-owned economy. Simon SM

Ho, Dean and Professor and Annie Li, a PhD student
of the Hong Kong Bapt:st Unuversuty shared their '

" owner's vacancy problem. The problem stems:
" from the fact that although the state ultimately

‘an effecuve incentive. mechanism, akin to stock
: optlons to enhance managem nt eﬁumency

"'_ mvolvmg the' |ncnrporat|on ! ;-such buyoms of: SOEs in China, there are two

% a kind of compensation for 1he founding members

. the river by feeling the stones’, nearly every |
- economic reform in Mainland China to date —
including MBOs — has seemed to follow the =

Ohly'aﬂer some market p'léyers have made

. themselves by various means. That could
" include under-reporting operating profits,

" lead to a large drain of state-owned assets.

20

A Lack of Consensus _
The mainstream view of an MBO i is that it is an’ by
' effective way to diversify the shareholding of =
an SOE during its privatisation to solve the

~owns the SOE by law the s:ate can only appolnt }

Based on mplementmg the pracuce in Europe
ind the US ‘an MBO is regarded as prowdmg

Yet in erms of the practlcal outc:ome concernmg

onfhc‘ung wewpomts Supporters of the proceas
—such as, Professor Zhang We]ymg. a well-
known economtst at Pek:ng University — say it is

" of.the management team for their historical ki
_contributions, brmgmg to some extent social
]usuce to them: In the long run, the proponents
_ say that MBOs will optimise the company's
" ownership structure and put in place a much
better incentive mechanism for management, in
turn enhancing corporate governance.

On th#._- other hand, some academics argue that
without checks and balances, the MBO is a
non-transparent process in which the senior
executlves as the insiders of the company, will
take advantage at every oppartunity to benefit

manipulating asset appraisals or conducting -
illegal financing. Such social injustices would

These economists and some other interested -
parties stress that to privatise SOEs in Mainland = ¢

September/ October 2005

g © i R e e







Hong Kong Securities i & & %

Feature

5 B

.

8 815

_”¢%ﬁfﬁﬁﬁ%ﬁ H%
AR FAEIERENE ﬁﬁﬁﬁﬁEkMIﬁ“ﬁﬁ

BB nisEE  BABEABIAERRE
 ARXBERABIATESATIRMOEE

4 3 E 488 S R Mike Wright 72 80 F {X
533018 [ 8 (MBO ) BERRZ
/ “ﬁﬁiaﬁmﬁmﬁﬁﬁﬂﬁw
MBRLTEIR . RREEEHMHNBERR
BR T AR PRABTSNELR LR ﬂ
 BEBARERES A
 EWE

AN EEZ T - PiEELE (SOES)

EE RAE °

: WERRMREE  FHARREADREZA
ﬁ%ﬂﬁﬂ REEREHERR ; @mMﬁTﬁ
ﬁan' i |

ﬁii?t%

mﬂﬁﬂﬁﬂﬁmzﬁﬁﬁﬁﬁ uﬂﬁwmmv}
e ARCMENAET - EREHMERRR

B2 LREIRE - HREMEERNEXE
AREBERNKEARA -
E‘E“i;}ﬁ B ﬁL).i‘ciEA%fﬁ#&‘ﬂ‘.ttﬁ v

BT Eaﬁ*ﬁi%ﬁﬁin&?!iﬁi,i AI2E ﬁiiﬂlmﬂ

?%ﬁﬁﬁﬁh?ﬂﬁ%&%ﬁd%%%ﬁ Mﬁ

ﬁ'ﬁ?&ﬂ'fﬂﬂ$ g

8L sﬁlﬁmﬁ“‘ﬁﬁﬁtﬁﬂﬁﬂﬁﬂ‘jﬁﬁ"?‘%ﬁ'ﬁ
B GERETEOMRES o SERAIAINITE

SRS E 2 ERE BRI ER

7% 72 M PR B4 AL B PR AFRY R MKEY — MR =
ERRELACMNRRTHELHE  UFER
EEME . TEEKMEECATMAERE

EI'J EEI"' 158

emiEAATGE

R AT EIRnmALN: B RENEEM
AR - SRS IUAES R RERT SEIE
Ri7 > PERRIRT \ chEREAERT) BITAF
_ﬁfﬁ&@ﬁﬁﬂﬁo']

- ibms %é&iﬁﬁﬂ*£%£}¥Lﬁ?E

fﬂﬁi§%$%$%%ﬂmﬁﬁﬁaaénwiﬁ
g mERETIEETR  BAMGUER
5 Pk DACIE ERETOR - RO DEOE

5 ﬁ‘t }“ﬁf‘*iﬁﬁ i*ﬁiﬂﬂiﬂ,ﬁﬂ#iﬁﬂrﬁﬂiﬁ‘?ﬁ _
&E%fﬁ {&{Fﬂﬁii.mtﬁl?xlﬁiéﬁﬁﬁ)\ﬂ’l{tii %

BkEER @R

EERH AR

R EHEERNEENERES
2 BRA SR A

R—HE %“ﬁ%%k& Eﬁzmmmﬂ'

AT EEFWEEEIFAERBIE E:@ﬁ
o EBR "]PqnﬂA:tE‘JmEE"ﬁfFIJFﬁ {'JJ?Q
g EBEMFERABSERM -

BsE

EETFRTRD

E: SREEAM - RREESE HBARIEE r

e Ltt?iﬁ*iﬁﬁ_ Ei‘ﬁﬁ’ﬁﬁﬂlﬁﬁ?‘ﬂ?ﬁ
iulng':“ ol LRy ¥ : g

Eﬂiﬁ?‘"*@ﬁt}i&fﬁ-ﬁmiﬂﬁhﬁ{t g B
ﬁﬂE?%ﬁ&*ﬁi"ﬁﬂU?ﬁ:ﬁ FESIREFIRIAE o P

' .ﬂuuﬁ. &E*ﬁﬁﬂﬁﬁﬁiﬂ%’%liﬁiﬁ 1“"@&’]&%_‘

;F_&¥mﬁammmﬁmuﬁm§clﬁ@fﬂﬁ
.iﬁ%%)*ﬂ@?ﬂﬁﬁﬂﬂ@k BB
$%ﬁﬂﬂ ?EM%EE@AEL% ﬁ&ﬁ'

EE%P@#MIJFEfﬁﬁ#ﬁﬁﬁﬂ?%ﬂﬁzﬁiﬂ@ﬁm% i

B R AR S TR,
%ﬁ ﬁﬁﬁﬂrﬁﬁ% m&#§m3$;
‘-}2

A X ETEMEAA  EREAFEMRNR
8o #ﬁi@kﬁ&x,a.ﬁ:ﬁmﬁ?‘mﬁ B ERR -
:pEL 2= S‘?’Filza o

= ,miﬂﬁhﬁi“ﬂﬁﬁﬁrrﬁlﬁ R B {EERE
?’E‘Eﬁﬂﬁﬁﬁwﬁ_ﬁmﬁwuﬁﬁ_ uil

BRE ﬁﬁjﬁiaé‘ﬂﬂ&mﬁﬂﬁﬂa FlE2MEE
BEFE ch B 79 3th 5 2 [ UL B FT L TR A R SR

CMERRE - Eiéﬁéliuiﬁl{’ﬁnﬂﬁﬁuﬁﬂ_

$$¥EH$E$E‘J%‘&’}£§M‘1‘5E

SIZE"

Jﬁ’,ﬂiliﬁﬁﬁﬁﬂ:' I*Jﬂ*l ’E%ﬁ&“’fﬁmﬁiniﬁ
3&?&5‘]’!&& CAu

fl407E 2002 % 6 A Mﬂﬂ%ﬂ¢l$#rﬁ*a

EEE
ANERRBNBETR ¢

BEBSBG—HE3IXM BELDA |
Bk 7E2004 FR I E



& & i % HongKong Securities




