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Abstract

Since reform and opening — up, after about 20 years’
growth, private enterprise has become an important constituent
of our country’s socialism market economy. To end of December
in 2004 , 3. 651 million family already abort to have private en-
terprises in our country. Account for 47. 5% of sum the whole
nation enterprise , increase 21. 5% compared to the end of 2003 ,
already become the whole nation quantity maximum , the maxi-
mal proportion enterprise group. Private business refer to those
profit economic organizations based on hiring labors which are
invested or taken hold by natural persons. In recent years private
corporations have come a long way in development, and become
extremely representative among private enterprises. A number of
experience researches indicated that corporate governance ques-
tion is one of the most important factors influencing continuous
development of private enterprises. Therefore, it is of vital sig-
nificance regarding our country’s economy development in 2lst
century to make a study on governance question of private corpo-
rations. This paper emphatically studies governance question of
our country’s private corporations under socialism market econo-
my condition from the angle of promoting continuous develop-
ment of private enterprise.

This book holds that, in development history of enterprise

institution has mainly experienced two stages, that is the classi-
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cal enterprise system and the modern corporate system. Compa-
ring with ownership and partnership enterprises in classical en-
terprise system time, the typical characteristics of modern com-
pany is separation of property rights from operating rights. This
kind of two rights separation, which is between two benefits
main bodies, initiated conflict of company’s behavior goals and
then lead to corporate governance question.

Corporate governance is an entire set of organizational
framework and institute arrangement used to supervise and con-
trol high level management, safeguard legitimate rights and in-
terests of the owner (investor) and the staff, in order to realize
long time development of the company, whose essence lies in
making the entrust agent system run effectively and lowering a-
gency cost. The basic object of corporate governance is to make
corporations grow healthy and develop continuously in the com-
plex changeable market. On the one hand, it is clear that the
main content governance is a kind of supervision and motivation
mechanism used to restrict operators by enterprise owners. The
structure arranges rights and the responsibility between share-
holders, board of directors, board of supervisors and manage-
ment through the basic governance, as well as motivates opera-
tors effectively with corresponding compensations, control rights
and operator’s prestige. On the other hand, it is not merely lim-
ited to owner’s question of supervision and motivation to opera-
tors, but interfere with widespread stakeholders, which expands
the benefit protection main body to staff, creditor, supplier,

consumer and community inhabitants and so on. This mainly
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comes to realize through a kind of duty or the responsibility sys-
tem to correlation benefit main body undertake by company,
namely enterprise’ s social responsibility system. Therefore, in
this paper, the corporate governance includes three parts, such
as the basic governance, motivate and restraint mechanism and
enterprise’s social responsibility.

After doing some research on all kinds of outside environ-
ment factors, such as the market system, the tradition society
and shareholder structure, which influencing our country’s gov-
ernance of private corporations, we found that, on the one hand,
under the typical characteristics of modern company and trend of
corporate governance of the world, the ultimate target of govern-
ance of private corporations will be modern corporate governance
with characteristics of two rights separation. On the other hand,
we must consider that the work of entrust agent system, which
is the basic model of modern corporate governance, calls for
commensuration and strong support from good environment.
However, under the condition that China is undergoing the pri-
mary stage in socialism, too much outside environment factors
are still not enough, which restrict the work and development of
entrust agent system. Therefore, we can not adopt “one— knife
—cut” measure to governance question of private corporations.
It is necessary to design different according to vary of develop-
ment stage, specific questions and analysis.

Private listed companies are the pillar of private corpora-
tions, which are also the target of most private companies. Al-

though few in number, its degree of two rights separation is
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comparatively higher in comparison with those non— listed pri-

vate enterprises. Therefore, it is of great importance to study
and analyze this kind of private enterprises in order to understand
and master future development of private corporate enterprises.

This paper mainly puts 212 private listed companies in
Shanghai stock exchange market before 2004 December 31 as ex-
amples (Private listed companies in this article refer to limited
companies in stock market which are stock — controlled directly
or indirectly by private enterprise, that is those listed companies
whose ultimate shareholders are natural person), combining
with “ company law” (revise edition) issued in 2005 December,
to make some study and analysis on the general meeting of share-
holders and the board of directors system of private listed compa-
ny.

In the general meeting of shareholders aspect, according to
related statistical data from Shanghai stock exchange market,; we
discover that the proportion of stock — control by persons or
company’s families are very high, quite partially for absolutely
stock—control; the general meetings of shareholders are usually
manipulated by controlling shareholders, which procedure of dis-
cussion are far not to be regulated.

In the board of directors aspect, because of person or family
shareholders’ 'strong will of stock — control, they control the
board of directors and further more control the management, as a
result there comes “the essential person controlling” question
which réfers that controlling shareholders or their represent (ac-

tual control person) are “the essential person”. Therefore, the
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board of directors are manipulated by “the essential person”,
shaped with nothing. There has not formed high effective, inde-
pendent board of directors to guarantee perfect company opera-
tive mechanism. Moreover, there are still a lot of imperfect
places in select mechanism of the board of directors members,
the board of directors meeting institution, independent directors
system and some special committees.

In the board of supervisors aspect, in reality the board of
supervisors in private companies are shape with nominally,
which function cannot work effec'{ively and the. position is ex-
tremely.awkward. We consider -that, the main reasons for its
function attenuation and awkward status are as follows: (1) The
relationship between independent directors and the special com-
mittee and the board of supervisors are unclear; (2) the person-
nel constitute of the board of supervisors have no supervisory au-
thority; (3) authorities of the board of supervisors are very
small, )

According to above analysis, in the basic governance ques-
tion of private corporations aspect,. we suggest that: (1) Perfect
general meeting system of shareholders; (2) Elaborate organiza-
tion investors’ “positive shareholder” function; (3) Go a step
further to strengthen independence of the board of directors; (4)
Divide: responsibilities among the independent directors, the spe-
cial committees and the board of supervisors clearly to prevent
from overlapping; (5) strengthen staff’s democratic manage-
ment and participation; (6) Implement professional management

to independent directors.




