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Study on Structure, Competence
and Performance——SCP
Framework of the Enterprise

( Abstract)

Inspired by the modern indusiry theory of SCP framework and the

thought of professor Peng XingYu the unification of innovating and
controlling ability, the dissertation try to establish a SCP framework of
enterprises, in which the thought runs through.

I . the question raised and its meaning

In industry economics, SCP framework belongs to middle - level
research category, whose effect on modern business management theo-
ry cannot be neglected. Michael Porter introduces the paradigm of
SCP into the study of business management, and upholds the competi-
tive strategic theory that is based on the analysis of industry structure,
which opens up a new field in enterprise strategic theory. But the
study of micro — enterprise management problems from the viewpoint of
market or industry on. the basis of SCP framework merely brings out
exogenous consequences. Marxism philosophy says that internal fac-
tors play a decisive role in the development of things, which is true for
the study of problems in the process of enterprise — management, that

is, the study of enterprise — management surely needs endogenetic
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SCP framework, not the SCP of industry or market but that of a single
enterprise.

In fact, any problem in enterprise — management will relate to
one of three endogenetic factors - structure, competence and perform-
ance of enterprises. Theoretically, establishing a theoretical system of
enterprise —~ management based on the framework of enterprise struc-
ture, competence and performance is not only possible but also mean-
ingful.

The thought, the unification of innovating and controlling ability,
was firstly raised by professor Peng Xingyu from Zhongnan University
of Economics and Law at the beginning of 1990s. But up to now, it
doesnt form a complete theoretical system, which needs further study.
This article tries to establish a framework, in which the thought runs
through, and we can use it to analyze problems and guide practice.

Practically, in our country, the governance structure of Enter-
prise Corporation, twisted seriously, is far from reaching ideal condi-
tion. There are still many problems existing in the institutional struc-
ture of property rights. Domestic enterprises, especially state — owned
enterprises lack core competence, which results in poor performance.

This topic is very meaningful in theory and practice. Raising the
SCP framework of enterprises at the micro — level, systematically stud-
ying this problem, and further exploring the relationship among the
three benefit not only to the perfection of the unification of innovative
and controlling capacity, and the realization of theoretical innovation,
but to deepening of the reform of state owned enterprises, strengthe-
ning it their competitive competence, and promoting the healthily sus-

tainable development of national economy in our country.
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Il . the main content and views of this artiele

This article is divided into five parts according to the outline.

The first chapter chiefly studies the enterprise economic nature,
which is the starting point of this article. We summarize previous re-
search conclusions such as scale economy., scope economy, link econ-
omy, speed economy and growth economy. On this basis, the enter-
prise economic nature is taken as structural economy, which induces
the attention to enterprise structure.

Briefly, structural economization is that the economy is brought
by the structure optimization. The essence of enterprise economization
is structural economy. Scale, scope, link and speed are facial phe-
nomenon, whose economization is realized through the optimization of
enterprise structure. Scale economy reflects the economization reached
by the optimization of enterprise structure in the process of the expan-
sion of enterprise scale from the viewpoint of input. Scope economy
does so in the process of output diversification from viewpoint of out-
put. Link economy can be regarded as more complex scope economy.
It leads to a wholly new economized phenomenon, because link chan-
ges enterprise internal structure and external environment, their mutu-
al relation. Scale economy, scope economy and link economy consider
structural economy in space, while speed economy is structural econo-
my considered from the viewpoint of time.

The second chapter mainly studies enterprise structure. Further
exploring enterprise from the dimension of structure completely breaks

the black box existing as production function in classical microeco-
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nomics. We chiefly study the structure of enterprise governance, or-
ganization layers, knowledge composition and the changing tendency
of enterprise structure.

Enterprise structure is the organization and match among every
different factors, including their qualitative and quantitive composi-
tion. Legally, enterprise organization experiences institutional evolu-
tion from ownership and partnership to corporation. From the view-
point of management, the picturesque characteristics of enterprise or-
ganizational structure is the standardization and deepening of hierar-
chy. Hierarchy structure is the most appropriate condition employed
by rational bounded person facing complex things. Enterprise knowl-
edge is deeper portion of enterprise competence, which can play a key
role only when it become intellectual capital. The tendency of the evo-
lution of enterprise structure is showed in becoming more flat, softer,
partitioned, networklized and boarder blurring.

The third chapter mainly discusses the origin and the present
state of enterprise competence. Firstly, the historical source of enter-
prise competence theory is summarized from two dimensions — the evo-
lution of enterprise theory in economics and that of strategic theory in
management, and systematically concludes some views and fruits of
the present enterprise competence theory. And then, further explora-
tion is made about enterprise competence as the source of competitive
advantage. We still study the identification, evaluation, cultivation
and foundation of enterprise competence, and establish the faint eval-
uating model of enterprise core competence.

Enterprise competence theory is not sporadic to become the focus

of the evolution of enterprise theory in economics and that of strategic
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theory in management, but essential result of mutual deepening devel-
opment of enterprise theory and practice. To acquire sustainable com-
petitiveness, enterprises must participate in competition at the three
levels — core competence, core products and final products. Core
competence is the source of enterprise competitiveness. Final products
are market display of core competence. Core products are physical
carriers of core competence, which is different from general enterprise
competence. Its characteristics are shown in five aspects such as mar-
ket value, picturesque, extendable, hard to imitate and impossible to
trade. Enterprise core competence can be traced back through its final
products which can bring profit, which is the organic collective unit of
different factors. This article put up comprehensive evaluating index
system to assess core competence, and construct faint evaluating mod-
el for it. Core competence can be established from the following as-
pects: constructing learning organization, sustainably strengthening
innovation, external restructuring of enterprises, including forming
strategic alley alliance with enterprise with complementary advantages,
and merging enterprises endowing with certain specialty, restructuring
internal resources.

The fourth chapter studies the assessment and management of en-
terprise performance. We introduce evaluating indexes and ways of
enterprise performance, of which more advanced evaluating method of
balance scoring is chiefly discussed. Finally, the assessment and
management of enterprise performance is further explored.

When evaluating enterprise performance, we need firstly identify
key factors that affect enterprise success. Traditional financial evalua-

tion indexes, generally basing on accounting profit, are hard to reflect
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enterprise management performance. Presently, creative value is an-
other new assessing standard, which is popularly used by European
and American enterprise except accounting profit performance system.
Creative value , also called Economic Value Added, refers to econom-
ic return higher than capital opportunity cost when considering risks of
capital investment. Evaluating method of balance scoring perfectly
combines financial and non — financial indexes so that we can rapidly
and comprehensively evaluate enterprise from several point views. The
assessment and management of enterprises is two blade sword, which
can either improve their performance, or make them worse.

The fifth chapter studies the relationship among three factors -
structure, competence and performance of enterprises, analyzes the
practical problems of Chinese enterprises in detail. Starting from three
questions in microeconomics, this article analyzes dominant position of
enterprise structure in three, explores the relationships between enter-
prise structure , competence and performance on the basis of the analy-
sis of the mutual relation among enterprise property rights, governance
structure and organizational structure, and finally construct a dynamic
model of enterprise SCP framework, in which the unification of inno-
vating and controlling competence runs through. This chapter empiri-
cally analyzes the relation between structure and performance of real
estate stock company in our country, and points out current problems
faced by Chinese enterprises on the basis of SCP framework.

Entefprise structure is the fundamental problems in enterprise
management. Staticly, a certain enterprise structure determines its
performance and competence. But dynamicly, enterprise structure,

competence and performance are mutually promoting, which is often
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neglected. In fact, the growth of enterprises is not the result of the
single aspect of structure, competence and performance, but that of
their mutual promotion. With the analysis of SCP framework, we raise
some countermeasures to solve the unreasonable structure and the low
competence of state owned enterprises. These are to deepen the reform
of state owned enterprises and optimize enterprise structure, to
strengthen innovation and control and construct core competitive com-
petence so as to improve enterprise competence, and to release the
heavy burden from enterprises and strengthen performance manage-

ment in order to enhance enterprise performance.

II. the merits and demerits of the article

1. merits

The article raises the SCP framework of the micro — enterprise
management theories; The economic nature of enterprises is summa-
rized as structural economy; The unification of innovating and control-
ling ability is demonsirated to be necessary, on which four implica-
tions are given out; the dynamic model of three factors SCP framework
are constructed; Some countermeasures are put up according to the

conclusions in the article.
2. demerits

The study on SCP framework at micro — level is just my first trial.
The analysis of mutual relation among three factors in SCP framework

is not comprehensive, in which many aspects need further explora-
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tion. It is regrettable that there is no concrete evaluating indexes
raised in the article. Enterprise competence is not included in empiri-
cal analysis. And the analysis is just relevant research. The mutual
promotion of the three factors in SCP framework is not given promi-

nence to analyze.

Keywords : Stricture , Competence , Performance , Innovation, Con-

trol



