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EXECUTIVE SUMMARY

This thesis discusses the relationship between government and
state-owned enterprise by studying incentive regulation from the
angle of administrative law, so as to correctly recognize the
position and functions of the Chinese government in establishing
socialist market economy.

It is needed to reform the government regulation, which has
both, advantages and disadvantages and establish incentive
regulation to prevent the coexisting market and government
failure. At the present crucial period of the reform of Chinese
state-owned enterprises, the establishment and perfection of the
legal regime concerning government-enterprise relationship should
be exercised through the establishment and perfection of the
restrictive and incentive mechanism on the bases of the theory of
modern administrative law. It should restrict either the
government’s irrational expansions of its economic function or the
abuse of market power of the state-owned enterprise and encourage
both the rational intervention of the government on market and the
positive involvement and influence of SOE in the policy-making of
the government. Thereflore, the sound and interactive government-
enterprise relationship indicated in the administrative law can be
framed. On this basis, it is expected to realize the performance
goals of SOE and achieve a win-win result between either
administrative and enterprise efficiency or the social benefit and
enterprise interest, giving the consideration to both the public and
interest-seeking characteristics of SOE.

Three parts as introduction, text and conclusion compose this
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thesis.

The introduction briefly introduces the background, idea,
structure, methods of research, and innovation of research.

The text is divided into four chapters as Micro-background of
the reform on Government Regulation: Reform of State-owned
Enterprise; Critical Review on the Theory of Traditional
Government Regulation; Incentive Regulation: New Ways for
Restructuring the Government-enterprise relationship; Practical
Analysis on the Incentive Regulation in State-owned Enterprise,

Chapter One;: Micro-background of the reform on Government
Regulation: Reform of State-owned Enterprise. Generally
speaking, the reform of SOE is a process gradually recognizing the
operational autonomy of enterprise and progressively contracting
the compulsory administrative power. The contradiction between
the operational autonomy of enterprise and the government’s
economic administrative right on management is the main
contradiction in the reform of SOE. The two-decade-reform of SOE
in China is a process of a series of creations and changes of the
regime launching around this contradiction. It includes the modern
enterprise system principally aiming at the establishment of
incentive and restrictive mechanism of the micro-economic subject
itself as well as the restrictive and incentive regulation of the
government and enterprise in economic administration. The former
is the main responsibility and contribution of the civil and
commercial law while the later is the opportunity and challenge of
the administrative law. Therefore, after introducing in this chapter
the basic theory related to the SOE including the definition,
characteristic, performance goals, functions and classification, the
author mainly discusses the transformation of SOE in modern
enterprise system and such inevitable problem therefrom as how

the government regulation be {ully interconnected with the modern
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enterprise system in the situation of the coexistence of both access
and exit of the administrative power. This is a concentration of the
progress of the two-decade-reform of SOE in China and also the
task in the crucial period of SOE reform.

Chapter Two: Critical Review on the Theory of Traditional
(Government Regulation. In market economic regime. government-
enterprise relation is the relation between administrative subject
and market subject caused by the access of administrative power
into market, which is one of the important patterns of
administrative legal relation. The relation between government and
market. the relation between administrative subject and market
subject and the relation between administrative power and the
operational autonomy of enterprise show the different aspects of
the same contradiction between government regulation and the
operational autonomy of enterprise. The core of this contradiction
is the allocation structure of administrative power and the rights of
enterprise with the administrative legal relation formed by the
administrative subject and the market subject (enterprise) as the
carrier. The basis of government regulation is market failure.
Nevertheless, the history of economic development shows that
reasonable government regulation cannot remedy market failure
completely. The main reason is that the traditional regulation is
too obsolete in form and content to meet the need of modern market
economy and the democratic politics. The theory of Buchanan and
Stigler questioning regulation reveals this realistic problem to a
great extent. The financial crises in Southeastern Asia demonstrate
once again the fact that neither government nor market is perfect.
The government-market relation, the relation between
administrative subject and market subject and the government-
enterprise relation should be restructured in time through the

reestablishment and perfection of the administrative legal regime
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under the guidance of the principle of interest. Therefore, the
current attitude of the public towards government regulation is that
it is indispensable and should be reformed to incentive regulation.
Chapter Three: Incentive Regulation: New Ways of
Restructuring the Government-enterprise Relationship. This
chapter mainly discusses the principal theory of incentive
regulation. The main ideas of framing incentive regulation include .
(1) The access or exit of administrative power into or from market
should take place simultaneously, so as to define the rational
operational scope of administrative power. (2) Government
regulation should be institutionalized and legalized as well as be
regulated by administrative law in such aspects as the subject and
object of regulation, pattern of right and responsibility, procedure
of regulation, supervision on regulation and regulation redress.
Incentive regulation should be under the guidance of the theoretical
basis of modern administrative law in confirming the mutual
supplementation between government regulation and the allocating
resource to market mechanism, so as to frame a sound and
interactive government-enterprise relationship. The author believes
that the theoretical basis of incentive regulation mainly contains the
incentive doctrine in the behavior theory, the theory of restrictive
and incentive mechanisms in administrative jurisprudence as well as
the natural monopoly theory in economics. The structural balance
of incentive regulation can be attributed to the game theory and
equilibrium of the government-enterprise relationship. The
behavioral pattern of incentive regulation is to establish an
integrated operational system of regulations on the basis of
deregulation, using the administrative guidance as the inducement
of interest, the administrative contract as the method of
implementation and the administrative award as the reply for

inducement.
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Chapter Four: Practical Analysis on the Incentive Regulation
in State-owned Enterprise. This chapter discusses how to
implement incentive regulation in SOE. The author takes China
Telecom as an example to discuss deregulation and the introduction

“ simulated

of competition, and discusses respectively the
competition” and the “separation of the system of railway tracks
and the operation of transportation” using the aviation and railway
industry in China as examples. This chapter tries to explain the
following issues: (1) As the first stage of the reform in Chinese
SOE, the stage of property definition has come into an end, the
present key problem to be solved is how to reform the government
regulation and frame incentive regulation. (2) Ways of using the
relevant practices of the western economies for reference in framing
incentive regulation. (3) How can a new government-enterprise
relationship be restructured through incentive regulation? How can
enterprise efficiency be improved under a sound and interactive
government-enterprise relationship? How can the optimum benefit
be achieved under the allocation structure of social resource?

The conclusion discusses the following issues: WTO aims at
weakening powerful regulation and framing incentive regulation,
the rules of WTO demand the restructure of government-enterprise
relationship, WTO means both challenge and opportunity to
China.

Key words: Incentive Regulation, Government-enterprise

Relationship, Restructure
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