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So far, the nature of enterprises has attracted many people’s attention. Generally
speaking, the nature of enterprises mainly involves two aspects, namely, origin of
enterprises and size (boundary) of enterprises. While, the modern enterprise theory
interprets the nature of enterprise from the perspective of industrial and commercial
enterprise organization as a whole, instead of dividing them into production organization
and circulation organization. Anyway, circulation organization is quite different from
production organization. For example, they have different functions, intrinsic stipulations,
and evolution processes. The outstanding performance of modem circulation organizations
in the world top 500 will definitely attract people’s attention. Therefore, it will be an
important research topic to study the evolution of circulation organization, to explore its
origin and developmental trend and further uncover its nature.

Looking back on the previous economic theories, Marxism economics has the
materialistic dialectics as its scientific method o study the historical development of
human society. Materialistic dialectics is also a basic method to study circulation
organization. It can be classified into systematic approach and developmental approach.
Based on strict and scientific methodology, Marx’s investigation on circulation
organization theory is not solely based on the analysis of circulation organization but
combines production organization and circulation organization and makes analysis of the
dynamic combination of these two. He also investigated circulation organization from the
perspective of the development of socialized production, thus made an objective and
scientific illustration of the theory on circulation organization. The study on circulation
organization in western economic theory has a developmental process from static to
dynamic, from simple to complex, from individual to systematic, and from homogeneous
to heterogeneous. Although different schools of thoughts have their own perspectives,
they leave many problems unsolved for lack of a rational methodology guidance.
Therefore, to explore the evolution of circulation organization and to investigate its
nature, we need to have Marxism methodology as a guidance and take the practice of

circulation organizations into consideration.
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To study the evolution of circulation organization, we have to primarily define the
intrinsic stipulations of circulation organizations. Because only after we have had a clear
definition can we differentiate them from production organizations and make further
analysis of their evolution. A circulation organization is an enterprise organization which
takes commodity exchange as its business and makes commodities transferred from
production area to consumption area through its own business activity, thus realizes its
function of commodity exchange. In executing its function of circulation, the efficiency
of speed and the extension of space are two essential dimensions. Thus, a circulation
organization is a unit of opposites between time and space. The contradiction between
time and space makes the evolution of circulation organization—the carrier of time of
space, become possible through the process of time replacing space. Therefore, the
contradicting process of time and space of circulation organizations, namely, the
evolution process of circulation organizations, is a process in which time eliminates
space, the existing space is eliminated and new space comes into being. New space
follows existing space but they have completely different patterns. New space is the
result of the competing strengths of circulation organizations. In this process, time is
determined by technology and space is determined by market. While, the advancement
of technology and the extension of market scale are obviously the result of division of
labor. So the division of labor has become a powerful tool to analyse the promotion of
technological advancement and the extension of market scale. Within an organization,
the division of labor can not only promote productivity but also help upgrade technology.
Division of labor within an organization, the increase in productivity, renovation of
technology, division of labor within trades, division of labor within regions and the
division of labor in the whole social system have constituted a dynamic interacting
process. During this process, a division network based on more advanced technology is
formed. Division of labor is restricted by market scale but also helps extend market
scale. The division of labor and market scale interact with each other and they finally
lead to ultimate economic increase by forming a circulating process within themselves.

Afier analyzing the evolutionary process of circulation organizations impelled by
advancement of technology ( driven by division of labor), and extension of market
scale, and making a historical analysis of the evolution of circulation organizations by a
historical and logical approach, we can safely draw the conclusion that circulation
organization is the outcome of historical development. The existence of commodity
exchange does not mean that there must be circulation organizations. The counterpart of
simple commodity exchange is household organization. With the advancement of

technology and the extension of market scale, household organizations have gradually
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evolved into enterprise organizations. During this process, merchant-buyers, at a
transitional stage, played a very important role in history.

It can be said that merchant-buyer is the earliest quasi-circulation organization.
Along with the change of technical and the market scale, the circulation organization
gradually came into being. Circulation organization also came into being with the
appearance of production organizations. Under the single unit system productive mode,
circulation organizations and production organizations are separate. The two Industrial
Revolutions and the formation of world market helped bring about the emergence of
business management modes which are carried out even further.

Under Ford’s production mode, circulation organizations and productive
organizations are integrated into a major enterprise. The expansion of the enterprises
calls for the integrated major enterprise to adopt bureaucracy as an organizational
structure. The development of informationization technology and individualized market
needs made circulation organizations under the production mode of post-Ford advanced
even further.

The fine profit circulation and prompt circulation have become new features under
the post-Ford mode of production. In order to adapt itself to market demand, the
circulation organization is becoming more and more active. Therefore, under post-Ford
mode of production, circulation organizations and production organizations are parallel
but with a dynamic alliance. This kind of dynamic alliance made the organizational
structure less complicated and develop in a horizontal direction. From the first
appearance of circulation organizations to circulation organizations under post-Ford mode
of production, we may discover that the evolution of circulation organization is not solely
a self-developing process. In the socialized production system, it always co-exists with
the evolution of production organization. Technology advancement is the intrinsic driving
force of the evolution of circulation organizations. While, change of market demand is
its external driving force. Therefore, the division of labor is a powerful tool to analyze
the evolution of circulation organizations. Although some people think in post-Ford
mode of production there is “division trap” , this viewpoint is not proper. Division of
labor does not lose its impact in modern society but has a even stronger influence.
Medularization is a manifestation of division of labor in the modern economic society and
division of labor will impel further evolution of circulation organizations. While, what is
the trend of this evolution? How about the scope of circulation organizations in the
future?

Because circulation organizations and production organizations have different

intrinsic stimulation, they also have different scales. Circulation organizations can



“copy and paste” according to market scale. The application of modern technology and
the continuous extension of market scale have made large-scale duplication of circulation
organizations possible. A good example is Wal-Mart, which has got prominent
achievement by duplicating a single shop and has attracted world wide attention. The
extension of circulation organization results from technology and market scale.
Similarly, the barrier of its extension also comes from technology and market scale.
When technology and market scale cannot support the circulation organization to
duplicate its shops, the boundary of its scale can be set. Under the post-Ford
production mode , the dynamic alliance of the circulation organization and the production
organization form a virtual organization. In fact, commodity exchange conducted by
virtual enterprise organizations is not quite different from that of traditional circulation
organizations in nature. However, they still keep the function of circulation organization
but the means to achieve this function is virtue and production organizations also begin
to have the characteristics of circulation organizations. The existence of net organizations
makes the boundary between enterprise and market blur.

The purpose of studying circulation organization in developed countries and
exploring its nature is to find out the rule and tendency of its evolution, also to provide
a direction which the evolution of Chinese circulation organizations may follow. At
present, theories of circulation organization have been much emphasized. The studies
on theoretical development of circulation organizations have been carried out deeper and
deeper. In practice, the reform of marketbility of circulation organizations is becoming
better and better. However, with total opening up of circulation organizations, foreign
circulation organizations begin to come in. Chinese circulation organizations still lag
behind in many aspects. Many problems have arisen in regard to enterprise scale,
technical level, market area distribution, and distribution and allocation. So, the
reform of Chinese circulation organizations should center on the above aspects to expand
the circulation organization, improve technology of enterprises, accelerate market
innovation, as well as strengthen management of chain supply. Only in this way, can
we improve the competitiveness of circulation organizations in China and reduce the

disparity between our circulation organizations and foreign circulation organizations.

Key Words: division of labor; circulation organization; evolution
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