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ABSTRACT

From the late 1970s, the Chinese Reform and Opening, followed by
construction of socialism with Chinese characteristics, has been leading the
development of private sectors in mainland China. During this course, some
special economic zones (SEZ), such as Shenzhen in Guangdong province and
Pudong district in Shanghai municipal, have made great progress, benefiting
from preferential policies and special managerial systems, while other SEZs
keep the average level development with mainland China. After more than 3
decades, Zhejiang province acquired advanced development in many sectors of
society and economy without special concern from central government.
Zhejiang Entrepreneur, who has established stable, successful business in
Zhejiang province, and who has earned well around China even around the
world, stands for the famous school of entrepreneurs, managers and firms in
private sector today, despite that the old Zhejiang Entrepreneur, including
Nibo school and Longyou school, had obtained great fame in the early days
20th century.

It is an interesting question for scholars from both China and abroad: why
Zhejiang Entrepreneur can do it? This book aims to explain the courses of
Zhejiang Entrepreneur’s rising and its enlightenment by elaborating the Status
quo of Zhejiang Entrepreneur and foreseeing their future including challenges
and strategies.

During the whole 20th century, radical institutional transform occurred at
least twice in China. In the first half of the century, government-owned
enterprises were operated by bureaucracy dominated economy in China, with

landlord as the land owner and many farmers who hold their own land to till.

(5]



It was proposed by Sun Yat-Sen and implemented by The Republic of China
that capital should be moderated, which had long-lasting influence after the
set up of People’s Republic of China. In the followed three decades, private
business had been prohibited strictly in mainland China. State-owned
industries operated according to instructions from government at all levels
guided the economy in mainland China, with the collective enterprises and
collective agriculture spreading all over urban and rural areas. Self-employed
and individual business could rarely be found. Under the firm control from central
government, China established an economic system of industrialization. At the last
fourth century, decision-making power in both state-owned and collective
enterprises was tolerated and encouraged, soon after contract system
developed in all kinds of enterprises. Only several years after the first practice
in Xiaogang Village, Anhui province, was collective agriculture replaced by
family operation almost all over China. Foreign private firms appeared in
Special Economic Zones, which, first of all, demonstrated private sector in
modern times for many Chinese people bounded in planning system. QOutside
the planning economic system, self-employment and individual business
developed even more fiercely, from which derived many large firms.

From 1980 to early 1990s, Township enterprises thrived all over mainland
China, while individual commerce and market prospered in cities and
countryside. But what was mysterious was that vigorous township enterprises
and prosperous market around mainland China lost their growing power from
then on. Qwing to the leading practice in reform of property rights, which had
been put into practice from 1993, diverse shareholders, including government
at all levels, entrepreneurs, managers, employees and other capital owners,
were introduced into township enterprises in Zhejiang Province. Despite of the
township enterprises’ declining and falling in most regions because of tarried
reform of property rights, most small and medium enterprises (SMEs) in
Zhejiang, developed continually benefiting from the institutional transform.
Moreover, they grow fast in the following decade, with more than 200 of
which can be found in the list of the first 500 private enterprises in China. In
Jiangsu Province, another province in Yangtze delta, adjacent to Zhejlang
Province, property rights reform has been put into practices widely from the

beginning of 21th century, about ten years later than Zhejiang province.



Nowadays, private enterprises in Jiangsu province, including big business and
countless SMEs, are making great progress which may overstep its counterpart in
Zhejiang in the future.

From the beginning of 21st century, with the development of market
economy in mainland China, Zhejiang Entrepreneur has been expanding
successfully both in mainland China and internationally, and becomes the most
powerful businessmen of private sector in mainland China.

In Zhejiang, as a result of knowledge spillover and information spillover,
the notable phenomena called industrial cluster has been developed, where
gathers many firms focusing on one or several related industries, among which
there are prosperous individual business or family-operated business. With the
SMEs’ continuous prosperity, about 4000 specialized markets survived today,
which derived from market bazaars continuocusly.

In Zhejiang, collaborated or united by traditional relationship such as
consanguinity, affinity, schoolmate, fellowship, master and apprentice, comrade,
close friend, etc., businessmen set up enterprises, start market, and invest
new project, according to only oral engagement, while they also keep
estrangement with others. This situation has been lasting today, behind which
hides huge financial risk.

In the latest decade, Zhejiang Entrepreneur experienced fast growing.
Most of the large businesses adopted diversification strategy and acquired
fierce progress, seldom adhered focusing strategy because of the almost
infinite demand for product of low cost, which was incurred from strategic
adjustment of state-owned economy and China’s joining WTO creating
profitable business chances in every industry. As a response to the worldwide
financial crisis, from mid-2008 to mid-2010, Industry adopted by large
businesses changed notably. For instance, Both diversification and focusing
strategy are increased, more than half of the large businesses involved in real
estate, while the number of large businesses focusing on real estate declined
significantly; at the same time, the number of large businesses involved in
finance increased extraordinary. Entrepreneurship and aggression are still the
tainstream of corporate philosophy, while stressing discipline and obedience
increased but assertion of market and technology kept stable. Only about 30 %

large businesses accepted innovation as the core of its corporate philosophy,
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which is a comparable low percentage, which also revealed the lack of core
competence among big business. Among more than 700 enterprises group
registered in ZJAIC, the biggest and the moderate have better {inancial status
while the others’ finance is worse.

In recent years, listed companies based in Zhejiang increased quickly,
most of which belong to the Growth Enterprises Market (GEM). Capital
market provides an unparalleled investment source for entrepreneurs, so it can
accelerate listed company's growth and, meanwhile, drop its high profitability
to the average level. The visible trend is that profitability of listed companies
from both GEM and SME board changed close to the level of listed company of
Shanghai A share. The number of listed companies in Zhejiang is second to
none but Shanghai. Expanding via capital market is the new trend of Zhejiang
Entrepreneur.

Among all the leaders for large business, more than half have background
of farmer. Although most leaders have retired now, their soul status can
hardly be replaced. About half the owners of SMEs have retired while the
other half is still hold an office. Whether leader retired, intergenerational
tratisfer of the right of control and operate is still in the course, which may
need more time to be ended.

Most of the directors, supervisors and managefrs in corporation
governance now have appropriate education and knowledge to operate the
firm. Several managers got share while they took better average salary as a
whole. All the executives have good occupation status. At least in its
organization chart, all the firms have corporate governance structure including
boarder of directors, board of supervisors and managers, while the key figure
(sometimes along with his family) holds the actual control.

Adequate attention should be put to the category which constitutes
considerable percentage of SMEs, that owner and manager cannot match their
knowledge or technique with their duty, although the firm has survived for
many years. New generation of entrepreneurs may have adequate knowledge
and skills, but they need time to learn how to operate business and how to deal
with administrative.

Autonomous market development, distinguish reform of property rights,

private financial institution, and local government without rigid administrative



idea, mixed to form an economic ecosystem with Zhejiang characteristics.

It can be found from the experiences of Zhejiang Entrepreneur that two
trends exist contrary to each other between state-owned field and the private
sector in China: one can be called skill-developing and the other skill-
destroying. So, this book gives expanded discussion about the trend of
corporate governance in mainland China next years.

As the end, this book discusses mid-time challenges and trends from the influence
of institution, population, developing phase, innovation and responsibility, and
brings the long-term prediction of surmount and disappearance. Wish Zhejiang

Entrepreneur go forward with energy and learn from history.
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