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Compensation, Government Goals and
Privatization Obstacle
——In View of Privatization Obstacle for the
State-owned Enterprises in China

GU Jian-ping , ZHU Ke-peng

(Suzhou University, Business School , Suzhou 210521,China)

Abstract; The economic reform in China has brought a competitive mar-
ket in which private enterprises boast higher efficiency than state-owned en-
terprises. Since then, in practice, why the privatization cannot be enforced
effectively? Reform is a benefit game whose key point lay in coordinating the
benefit relationship among stakeholders well. Apparently when efficiency is
improved, each stakeholder will benefit, the sharing benefit space will
grow, and the reform resistances will decrease. Pareto improvement, how-
ever, requires a complete compensation system for previous enterprise man-
agers and the staff, which raise the lowest price of buying out. Moreover,
the multiple targets of government make the benefit space narrow. This pa-
per analyzes the obstacle of privatization and points out that compensation
and multiple government targets negatively influence the benefit space,
which in turn obstructs the privatization,

Key words; privatization; compensation; government targets; benefit
space (144 # 4)
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