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Thinking about Management Buyout Based on Beyond Property—argument

LIU De-guang
Zhongnan University of Economics and Law Wuhan 430060 China

Abstract  The property right theory which owes enterprise’s efficiency to ownership of enterprises is biased.
Beyond property—argument argues that enterprise’s efficiency is decided mainly by the degree of market competition.
Market competition can magnify the effect of profit incentive. According to beyond property—argument this research
concludes some new views on MBO. The key that profit incentive from ownership of enterprise is effective is that
managers must hold considerable shares. After MBO is carried out in large state—owned enterprises and enterprises
on the market  because the managers don’t buy considerable shares  the profit incentive isn’t enough. And
competition incentive extensively descends. It seriously influences the managers’ abilities and effort level. MBO
finally influences achievement of the post—buy enterprise. So MBO isnt a right way of reform. Small enterprises
have much benefit by carrying out MBO so MBO is a suitable way of reform. But MBO is only a temperate way
in long—term development of enterprises.
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