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Since the 1990s, with the change of the environment, including
the integration of global economy, intense competition and the populari-
zation of IT technology etc. , enterprise organizations have changed a
lot. Among them, the most important one is the increased importance of
human capital relative to inanimate assets. Now many enterprises already
have realized the importance of human capital, however the actual situa-
tion actually not always satisfying. To microcosmic, on the one hand,
the enterprises expend large sum of money to attract the talents and train
the talents; On the other hand, staff ’s work enthusiasm is not high,
and their frequent flowing dampens organization’s competitive ability. To
macrocosmic, the development of high and new technology enterprises is
instable, their path of growth is undulatory. Those phenomena gradually
arouse people’s interest. As a fact, all of them are related to human cap-
ital, how to display its function and create and keep organization’s com-
petitive advantage is important.

Overall, this book studies the relationship between the enterprise
and employees in the scope of enterprise organizations, which is employ-
ee-organization relationship (EOR) or employment relationship. The tra-
ditional theory of principal — agency considers only the relationship of
managers and stockholders, that is to say, the manager is the agency

and the stockholder is the principal in this approach. However, the in-
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creasing importance of human capital causes that people no longer merely
pay attention to the manager, which is a special part of employees, but
pay attention to ordinary employees of the organizations. Actually, all of
the employees have made some investment in firm specific human capital
during the work. The book begins from classical merge case of GM-Fish-
er, and attempts to develop the specific investment theory based on the
existing theory from the percepetive of enterprise organization and corpo-
rate governance.

From its essence, the human capital is invisible resource, which
embodiments the employees’ intelligence, knowledge, experience, skill
and the state of health and so on. The human capital theory greatly has
enriched and developed the economical growth theory, which has impor-
tant function to the economic development. The human capital fundamen-
tal research includes two aspects since long ago. Firstly, study the func-
tion of the human capital investment to the economy growth from the
point of macro. Secondly, study the cost and income of human capital
investment from the point of micro. Along with human capital fundamen-
tal research to microscopic domain and the fusion of economic and man-
agement, specially the starting of strategy human resources management
(SHRM) theory research, people start to pay attention to the vital role
of enterprise human capital investment, and the research of enterprise’s
human capital investment becomes a new focus.

Along with the development of firm theory, Williamson (1979)
proposed the specific asset theory, he believed, specific asset is the de-
gree of different use and by different user no sacrificing the production
value. The completely specific asset is this kind of property, when trans-
fer its use, its value will be O; It is the same on the contrary.

In this foundation, economist Becker divides the human capital in-

vestment into the general human capital investment and the specific hu-
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man capital investment. The general human capital includes the computer
elementary knowledge, the foreign language and so on. Firm specific hu-
man capital investment refers to the employee’s skills relying on the prod-
uct characteristic of the enterprises, the market condition, the technical
process and the enterprise culture as well as the personnel in the enter-
prise (including supervisor and work team) and so on, the value of the
skills is decreased because of the different specific degree when the staff
leave the enterprise, which means that when the specific degree is stron-
ger, the degree of value decrease is more, the value of the skills to out-
side enterprises is little, and it is the same on the contrary. In summary,
the degree of specific is different for different employee to different enter-
prises. Actually, the specific human capital is not completely specific to
a particular enterprise, which only means that the productivity of the
employee in the particular enterprise is the highest and in other enterpri-
ses is lower.

On the one side, the specific investment has the vital significance
to the enterprise survival and development; on the other side the amount
of specific investment is insufficiency, thus it is necessary to research
the incentive of investment. However there is little research about it. So
this book is important to the human capital investment theory.

This book studies the incentive of investment in firm specific human
capital with the employees as the entity of investment. There are two bas-
ic suppositions for the research. Firstly, the specific investment has the
vital positive role to the development of the enterprise and maintenance
of competitive advantage. Secondly, the investment motivity from the
employee is always insufficient in generally, which means without incen-
tive the employee spontaneously underinvest in the organization. Thus the
research has important theoretic and practical significance. The content

arranges as follows:
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The first two chapters are included in section 1, in which the main
theme of the book and the basic theory are proposed. Chapter 1 has
summed up the full text and discussed the two basic supposi-
tions. Chapter 2 mainly reviews the theory of incentive of specific invest-
ment in the firm theory. The chapter introduces the incentive theory {rom
the perspective of manage and economics, what’s more some elementary
theories and basic conceptions are introduces, such as asset specificity
and specific investment and so on. Moreover this chapter also introduces
the EOR, all of the content in this chapter lays the foundation for the
latter research.

Section 2 consists of chapter 3, chapter 4 and chapter 5, and there
are many contents in this part. The section analyzes the incentive effect of
the organization form, the organization structure, and the organization
delegation to the specific investment, which are mainly theoretical and
from the point of organization in environments where employment con-
tracts are incomplete. Since wages are determines by ex post bargaining
when contracts are incomplete, investment in firm specific human cap-
ital is typically subject to the hold-up problem. However, a firm’s share
of the rent created by investment and the size of distortion due to the
hold-up problem depend on the firm’s organizational design. Chapter 3
divides the organizations into three types: multi-skilling organizations
(MI), single-skilling organizations (SI) and specialization organiza-
tions ( SP) based on the skills of employees. The chapter studies the
question of how organizational forms affect employee’s incentives to ac-
quire skills and firm’s other decision variables. One of the findings is that
the MI organizations encourage most employees’ investment in firm-spe-
cific human capital and the SI organization is higher than the SP organi-
zation. Moreover this chapter also used these theories to solve the organi-

zation work division problem, and by Japan’s automobile industry organ-
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ization form explains the main conclusion of this chapter.

Chapter 4 surveys the organization delegation and compares the del-
egation and access theory. The book considers that delegation is the real-
ization of access, and points out that there are several flaws with the
property right theory to encourage investment in firm-specific human cap-
ital, the regulation of access represents a useful mechanism to motivate
relationship-specific investments, so delegation is a mechanism to moti-
vate specific investment. Chapter 4 linked the preceding contents with the
following contents in structure.

Chapter 5 analyzes the incentive affect of steep hierarchies and flat
hierarchies to firm — specific human capital. The chapter also studies the
relationship of organization structure and information structure, and dis-
cusses the corresponding relations of the structure and the human re-
sources management practice. What’s more, the chapter analyzes the
self-generation process of the enterprises, that’s to say the process of
new enterprises coming forth, after explaining the theory of specializa-
tion and access to the process, the chapter puts forward a compositive
model about the self-generation of the firm based on the firm-specific hu-
man capital investment. The model accords with the phenomena in prac-
tice.

Section 3 includes chapter 6. The chapter analyzes theoretically the
affect of firm-specific human capital investment to employee quit from the
perceptive of employees’, as a fact, the quit of employee is the failure
of encouraging the firm-specific human capital investment. Chapter 6 in-
spects the question of employee quit from the perceptive of specific in-
vestment. The chapter analyzes the factors affecting the specific invest-
ment, the employees’ judgement of the future is one of the most impor-
tant influence factors among them. The book considers workers can un-

dertake specific human capital investments in the firm and in the manag-
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er employed by the firm. By models, under the conditions of exogenous
and endogenous variable of manager turnover, this chapter researches
the collectivity job-hopping question, which is a special phenomenon of
employee quit, and gives an explaination which accords with the phe-
nomena in practice. In addtion, the enterprises have different preference
to the two types of specific human capital investment because of the dif-
ferent function of the investment and different organization form as well
as different information structure. The chapter studies the incentive of
specific human capital investment by model based on the perspective of
the enterprise under the conditions of cooperate and non-cooperate game
between the enterprise and the employees.

The fourth part includes chapter 7. The chapter discusses the incen-
tive affect of corporate governance to firm-specific human capital invest-
ment. The chapter studies the endogenous corporate governance based on
firm-specific human capital investment from the perspective of residual
rights of control and residual rights of claimant, and studies theoretically
and by cases the governance of high-new technology firms, this book
shows some corporate governance problems generally existed in the Chi-
nese hi-tech companies. The governance of Chinese high-tech enterprise

also should consider the peculiar circumstance in our country.
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