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Foreword

The characteristics of human capital’s property right are
very important, which makes human capital can just be motivate
but not exploited and this is especially obvious in the firm
contract, because the firm contract can’t cover everything in
advance, with the result that one core problem of the modern
firm is how to establish a good institutional arrangement to
motivate the participants of the firm, to activate their initiative
and to put their automatic attitude and creativeness into full
play. As to human capital, whether the owner should have
related property right depends on the ex-ante contract and
institutional arrangement concerned but all of this at last depends
on the constant knowledge accumulation via human capital
investment and its strengthening characteristics of specialty, It
also influences capital’s traditional concept which leads to the
stakeholders modify the initial contract according to the human
capital’s own power and capital quantity and the owners of
human capital in the modern firms have the right to attain the

incentive such as surplus claim by means of rewarding stock-



option, even whether the surplus claim belongs to which side or
the two sides own it together completely due to the power
competition between them which is a result of a game,

On the premise that human capital should have ownership of
the firm according to its property-right’s characteristics, how to
really let human capital accomplish the ownership of the firm is
vital. As for the human capital of managers, we can let them
have the share with their human capital to accomplish their
property-right according to their important roles through a
contract when the firm opens or during the structural adjustment
of property right which means that they become the capital
suppliers of the firm or one of the owners of the firm. This is a
kind of incentive in the form of contract and is the basic
institutional arrangement of human capital stock-option incentive
which is the valid premise of other incentive method.

Also we may implement incentive in enterprise operation

“

process  with manager-share-holding ” model; ordinary
employees and other human capital should also have related share
depending on their capital quality and quantity namely by means
of popularizing ESOP. However, we should prevent that the
main forms of ESOP fall into like this that they get enterprise
surplus revenue with their own investment, but we should let
the firm divide share in accordance with the contribution of
employees to make them surely get enterprise increment or
surplus profit, then so can we establish scientific incentive
mechanism,

The stock-option incentive for human capital in a narrow

sense is to determine a reasonable pay system for it simply, and



Foreword 5

evaluate it in quantity. The principle of distribution according to
contribution should focus on a basic rule that the quantity of
enterprise property right the human capital share should not be
less than that the human capital create in the firm, the
reasonable share should be that the share of the owners of the
human capital mustn’t be lower or higher than the proportion of
the surplus value created by human capital in enterprises
compared to all enterprise surplus values,

Therefore, the key to measure the contribution of managers
and other human capital is should be enterprise performance, and
we should establish a salary reward system of managers and core
technological workers complying with enterprise performance.
As to ordinary employees, individual encouragement plan should
be implemented for it fits the trend of paying depending on
personal knowiedge, skill and efforts, To say in more detail, via
ESOP to let the employees share the stock according to their
knowledge, skill and contribution needs to perfect the
performance management namely scientifically evaluating
employees’ working achievement and offering corresponding

foundation for its development.
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