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Abstract

Enterprise transformation refers to a series of changing and updating
processes, in terms of organizational format, governance structure as well
as contract, mechanism, policy, culture and tradition, for an enterprise
in the transitional economy. In modern China, we experienced an
unprecedented upheaval, largely driven by the profound change in China’s
economy and society. In the recent 33 years, China has undergone an
economic and social transformation in an extensive manner promoted by
the market—oriented and development —focused reform and opening—up
wave, which is still underway. The enterprise transformation, led by
China’s capital market, has laid a solid foundation for China’s ongoing
economic growth and the transformation of its growth pattern.

The modern enterprise system development for Chinese enterprises ,
initiated by reform on state —owned enterprises , has gone through three
phases, namely , the exploration phase, the improvement phase and the
transportation phase. In the exploration phase, the focus was placed on the
entrusted business management relationship between the state and state —
owned enterprises. The initiatives at the micro entity level were brought into
play in the existing system via measures, such as, a shift of power and
benefits, contract and responsibility system, a shift of operating
mechanism, etc. In the improvement phass, the ownership relationship
between the state and state —owned enterprises was standardized and
streamlined; the modern enterprise system and strategic reorganization was
promoted in state—owned enterprises to complete the initial transformation.
In the transformation phase, innovative measures were adopted, with the
IPO execution as a milestone, to promote China’s economy to go through
the transformation process at the micro level, featuring legally compliant,
market—oriented, democratically structured and internationally accepted.

The enterprise transformation has been gradually put into practice in

the IPO execution which aims at valuation rationalization with solutions to
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existing bottlenecks. The enterprise transformation includes developing a
corporate governance framework and a common ground for shareholder
interests, improving the legal representative mecha nism and the
independence of legal representative property, transforming the asset
allocation and development approach, changing the value creation manner
and corporate culture, improving the legal framework for corporate
organizational structure and corporate governance structure, and reshuffling
a democratic system. In the past decade, there are five milestone events in
China’s capital market with significant and strategic impact on the
enterprise transformation, namely the Share Segregation Reform , stan
dardization of corporate governance, elimination of improper -capital
employment, formation of a market for controlling rights and introduction
of a delisting mechanism. In the process when relevant problems emerge ,
develop and are resolved, we can formulate a series of innovative ideas,
philosophies and policies, and the elements of market economy, such as
contract equality, democracy, autonomy and shareholding culture, etc.,
will exert a subtle and ongoing influence on the process. Five events, five
clues and five approaches lead us to the same destination, directly
promoting the transformation of corporate system and corporate culture. The
enterprise transformation is a unique economic phenomenon in a
transitional economy, reflecting the special regularities for transitional
economy. The enterprise transformation is also a systematic process with
fundamental changes resulting from interactions among different economic
events and conflicts between the old and new mechanisms. Economics
derives from vibrant economic activities. The book provides a unique
perspective from witnesses of the tremendous economic development in
China. It starts from detailed analysis of concepts to identify problems and
explore solutions to such problems. Based on factual statements and solid
evidences, the book offers a panoramic view of China’s enterprise
transformation process, as it takes the Share Segregation Reform as the
story line with vivid descriptions of the solutions to traditional bottlenecks

and the innovative initiatives in policies.

Key Words: Reform; Innovation; Corporate Transformation; Public
Company
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