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The Sustainable Development of

Enterprise under the New Economy

Theoretic Basis, Formation Mechanism

and Management Framework

With the development of economy and technology, enterprise man-
agement has taken efficiency, profit, function, behavior, etc. as the
theme on its research. But modern enterprise management taking modern
enterprise as its object of management should take the sustainable devel-
opment of enterprise ( SDE) as theme of research, because the sustain-
ability of development of modern enterprise is an issue for study which is
more important than efficiency, an aim more difficult to reach than effi-
ciency, the first factor influencing social stability and sustainable devel-
opment of economy. With Chinas entry to WTO, how to survive and de-
velop has suddenly become a new practical and urgent question of China
% enterprises, the only reliable selection of China’s enterprises is to adopt
the growth paradigm of sustainable development at the beginning of life.

SDE is a very complex issue, but its core is the sustainability of de-
velopment. Logically, if enterprise aims to reach the sustainable devel-
opment, it must have the relevant formation mechanism. But so far this

mechanism has roughly been a virgin land of study, specially combining
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normative study with positive study, which takes the future new economy
as its background, has not been conducted. That is why, this disserta-
tion is involved in the exploration of this mechanism under the new econ-

omy.
I

This dissertation mainly addresses the following main contents :
1. The Fundamental Theoretic Issues of SDE

First, through the analysis on the theory of life cycle of enterprise,
this dissertation reveals that it is possible for enterprise to reach sustain-
able development. In fact, life cycle of enterprise is rare but not so com-
mon in market as is showed by the present theory of life cycle. Enter-
prise is essentially different from human. Because any enterprise is an
assembly of contracts, enterprise will, comparing with human, easily
change with the change of contracts. It is feasible for enterprise to realize
its great evolution by means of evolutionary engineering, but not for hu-
man. GE  Haier and other enterprises of sustainable development make *
genetic re — engineering” a daily life, thereafter do not show life cycle.

Second, this dissertation points out the differences among the
growth, the development and the sustainable development of enterprise,
and gives the connotation of SDE and some characteristics of its manage-
ment. This dissertation argues that growth only means the change in
quantity, development means the changes in both quantity and quality,
and sustainable development means the dynamic of change as well.

Meanwhile this dissertation points out that development of enterprise
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means the change in the undertaking or competence of creating wealth
but not in the scale of employees, sales and so on.

Third, adopting new classical economics, new institutional econom-
ics and theory of evolution, we explain why many enterprises of sustain-
able development in market can vigorously go through hundreds of years,
point out their characteristics of production functions, give an explana-
tion model of Gunner Myrdals paradigm including money capital, human
capital and market capital for enterprise of sustainable development. We
argue that being different from common enterprise, the enterprise of sus-
tainable development has virtual organization boundary in addition to
Coases boundary and virtual enterprise zone between Coase’s enterprise
and Coase’s market, which play key roles in promoting the sustainable

development of enterprise.
2. The Direct Supporting System of SDE

In this dissertation, the direct supporting system of SDE is thought
to be sustainable competitive advantage ( SCA). So our first effort is to
reveal the sustainable competitive advantage, and puts forward the analy-
sis by setting the model.

Regarding to SCA, the theory of the industrial analysis based on
market structure and the theory of core competence are not mutually sub-
stitutive but complementary. These two theories only present the produc-
tion attribute of enterprise. But enterprise also possesses institutional at-
tribute, and the institution is also an important factor frequently affecting
SCA. Obviously, the existing theories have ignored another important
determinant of SCA which is regarded as market power of enterprise

(MPE). MPE means the power of enterprise over stakeholders in mar-
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ket, showing that the enterprise has power to affect stakeholders” expecta-
tion. SCA is the outputs of co — effect among MPE, industrial platform,
institutional platform and core competence of C. K. Prahalad and G.
Hamel. In the enterprise having reached sustainable development, there
is a structure of relation and influence like tetrahedron among MPE | in-
dustrial platform, institutional platform and core competence, which is
showed as the following model ( Figure — 1) :
Figure — 1 Tetrahedron Model
Market

Power

Core’

Competence

Industry
Platform

The tetrahedron describes the compositions and gradations of origins
of SCA, and the mechanism making competitive advantage sustainable;

(1) MPE, industrial platform, institutional platform and core com-
petence cover both production and institutional attributes, and combine
both endogenous and exogenous sources of competitive advantage. When
tetrahedron is symmetrical, enterprise develops most steadily in the tor-
rent of market competition like tetrahedron critically functioning at the fi-

nal critical moment of cutting Yangtze River.
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(2 ) Industrial platform, institutional platform and core competence
are all indispensable conditions for the sustainable development of enter-
prise, and form a golden triangle of the operation and management of en-
terprise. The coordination of these three compositions creates the social

the final source of MPE which is

and economic value of enterprise
the direct supporting force of competitive advantage and the indication of
the state of the development of enterprise. As soon as MPE is born and
grows, it promotes the growth of the other three compositions of tetrahed-
ron and forms a upward Gunner Myrdals circulation among the four com-
positions of tetrahedron. Among the four compositions exists six mutual
influences that can lead to positive or negative sides. If there is some-
thing wrong with one of the four compositions, it will deteriorate the other
three. The coordination of the four compositions determines the state of
SDE.

(3) One of the special functions of tetrahedron lies in providing
mechanism of sustaining — in — absence” for enterprise to realize the par-
tially qualitative change or overcome the enterprise crisis caused in mar-
ket. Sustaining — in — absence” means that while one or two of the four
compositions of tetrahedron is/are temporally loosing function, the other
compositions of tetrahedron can keep the enterprise in operation during
the period of qualitative changing or overcoming of crisis, which seems
like normal and continue to outsiders. Since qualitative change and over-
coming crisis often occur, ‘sustaining — in — absence” is critical for the
fate of enterprise. It is the lack of %ustaining — in — absence” that causes
the deaths of a lot of enterprises. Sustaining — in - absence’is one of the
important mechanisms making competitive advantage sustainable.

(4) The four compositions of tetrahedron functions in different gra-



